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THE UNIVERSITY OF WARWICK PENSION SCHEME ANNUAL REPORT FOR THE YEAR ENDED 31 MARCH 2021

The Trustee’s Report

This report relates to the operation of The University of Warwick Pension Scheme (“the Scheme”) during
the year ended 31 March 2021.

Until 31 March 2010 the Scheme was a contracted-out salary related pension arrangement but from
1 April 2010 the Scheme contracted back in to the State Second Pension. The Defined Benefit (DB)
Section closed to new entrants from 31 March 2010 although eligible non-Members who were in service
on 31 March 2010 were allowed to join the Scheme up to 30 June 2010.

From 1 April 2010 the Scheme introduced a contracted in Defined Contribution (DC) Section for new
employees to the University, which provides its Members with benefits based on their fund value.

From 1 March 2013 this original DC Section of the Scheme was renamed the Heritage Defined
Contribution Section and the contribution levels amended to ensure that it complies as a Qualifying
Scheme for automatic enrolment purposes under the Pensions Act 2008 legislation. A new DC Section,
the Enterprise Defined Contribution Section, was established from 1 March 2013 in readiness for auto
enrolment of Unitemps workers effective from 1 May 2017.

Members are able to make additional voluntary contributions (AVCs) to secure additional benefits. The
Scheme also covers members (except those in the Enterprise Section) for death benefits.

Full details of the Scheme’s benefits can be found in the member’s explanatory booklet (see “Contact
for further information” on page 8). A copy of the Heritage Defined Contribution section booklet can
be accessed via the University's HR Intranet page or by e-mailing hr.oensions@warwick.ac.uk.

The Scheme has a Corporate Trustee, UPS Pension Trustee Limited. The names of the directors who
served during the year and those serving at the date of approval of this report are as follows:

Professor Emeritus Stuart Beaumont Palmer ~ Employer 24/05/2010
Professor Saul Domenico Jacka Employer 07/05/2015
Mr James McMeehan Roberts Employer 23/10/2014
Mr Quentin Compton-Bishop Members 19/10/2016
Mr Hugh James Hunt Employer 26/06/2017
Ms Jennifer Elizabeth Davies Members 13/03/2019

Directors are appointed and removed from office in accordance with the Scheme Rules and the Trustee
Company’s Articles of Association. At least one third of the Trustee Directors appointed by the Principal
Employer must be nominated by the Members.

The Trustee held a number of full meetings during the year under review. Each Trustee Director is
entitled to receive at least ten days’ notice of meetings, although in practice dates are normally fixed
well in advance. The Scheme Rules provide that decisions of the Trustee may be made by a majority of
the Trustee Directors present at any meeting and the Chairman has a casting vote. The Trustee uses
sub-committees as appropriate, for example the investment sub-committee to consider more detailed
technical work. The sub-committees in each case report their recommendations to the Trustee.

The Trustee has delegated the day-to-day management and operation of the Scheme’s affairs to
professional organisations
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THE UNIVERSITY OF WARWICK PENSION SCHEME ANNUAL REPORT FOR THE YEAR ENDED 31 MARCH 2021

The Trustee’'s Report (cont)

The Trustee retains a number of professional advisers in connection with the operation of the Scheme.
The advisers currently appointed are as follows:

Scheme Actuary Lloyd Cleaver FIA
Advising Actuaries Willis Towers Watson
Administrators Barnett Waddingham LLP (DB Section)

Zurich Assurance Limited (DC Section)

Auditor KPMG LLP

Bankers National Westminster Bank plc
Custodian State Street Bank and Trust Company
Investment Advisors Willis Towers Watson

Investment Fund Managers BlackRock Advisers (UK)

BNY Mellon Investments (from December 2020)
Capstone Asset Management

Colchester Global Investments (from January 2021)
First State Investments UK Ltd

Insight Investment

Legal and General Investment Management
JPMorgan Asset Management (UK) Limited
Nephilia Capital

State Street Global Advisors

TCW Securitized Opportunities (Cayman) L.P.
Towers Watson Investment Management Ltd
Wellington Management

Zurich Assurance Limited (DC Sections)
Prudential (AVCs)

Legal Advisers Eversheds Sutherland
Secretary to the Trustee Joseph Devlin

Pensions Administration Manager  Ben Moulding

There have been no other matters relating to Scheme advisers during the Scheme year under review.

There have been no changes to the Scheme Rules during the year under review.
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THE UNIVERSITY OF WARWICK PENSION SCHEME ANNUAL REPORT FOR THE YEAR ENDED 31 MARCH 2021

The Trustee’s Report (cont)

The name and address of the Principal Employer is as follows:
The University of Warwick, Coventry, CV4 7AL

The following Employers, all of which are associated in business with the Principal Employer, have also
participated in the Scheme during the year under review:

The University of Warwick Science Park Limited
Warwick University Enterprises Limited (Enterprise DC Section only)

During the year the value of the net assets increased by £3,813,162 to £256,562,604 as at 31 March
2021. The increase comprised net withdrawals from dealings with members of £2,049,762 together with
a net increase from the return on investments of £5,862,924.

The financial statements on pages 23 to 39 have been prepared and audited in accordance with
regulations made under sections 41(1) and (6) of the Pensions Act 1995,

The Scheme is a registered pension scheme under Chapter 2 of Part 4 of the Finance Act 2004 and, to
the Trustee’s knowledge, there is no reason why the Scheme's registered status should be prejudiced
or withdrawn.

Active members 439
adjustments )]
left (preserved pensioners) {26)
retired (21)
(48) 391
Preserved pensioners 888
new 26
transferred out 2)
retired (40)
died (3)
commuted pension (2)
21 867
Pensioners and dependants 1,055
adjustments (N
new 61
new dependants 14
commuted pension
died (30)
44 1,099
Grand total members 2,382 2,357
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THE UNIVERSITY OF WARWICK PENSION SCHEME ANNUAL REPORT FOR THE YEAR ENDED 31 MARCH 2021

The Trustee's Report (cont)

Included within the pensioners and dependants are 129 (2020: 129) pensions paid from annuities held
in the name of the Trustee.

Adjustments relate to late notifications and a data cleanse on the active and preserved membership.

Active members 2,247 2,139
Preserved pensioners 1,484 1,693
Grand total members 3,731 3,832

The member numbers shown above reflect the number of member records held by the Scheme.

Pensions in payment were increased during the period as follows:

e That part of the pension appropriate to service before 6 April 1997 was increased by 3%.

e That part of the pension appropriate to service between 6 April 1997 and 5 April 1999 was
increased by the percentage increase in the Retail Prices Index subject to a maximum of 5% and
a minimum of 3%, therefore 3%.

e That part of the pension appropriate to service between 6 April 1999 and 5 April 2006 was
increased by the percentage increase in the Retail Prices Index subject to a maximum of 5%,
therefore 2.5%.

e That part of the pension appropriate to service between 6 April 2006 and 31 March 2010 was
increased by the percentage increase in the Retail Prices Index subject to a maximum of 3%,
therefore 2.5%.

e That part of the pension appropriate to service after 31 March 2010 was increased by the
percentage increase in the Retail Prices Index subject to a maximum of 2.5%, therefore 2.5%.

These increases are in accordance with the Scheme Rules. No discretionary increases were awarded.

During the year, there has been significant volatility in markets as a result of the Coronavirus (COVID-
19) pandemic. The Trustee is monitoring the situation closely and liaising regularly with its investment
adviser to consider any necessary actions to respond to the emerging issues.

The Trustee believes the Scheme’s investment strategy is already significantly de-risked and does not
expect there to have been a material change to the Scheme’s funding position as a result of COVID-19.
The funding level of the Scheme is kept under review by the Scheme’s investment advisers and Scheme
Actuary.

On 26 October 2018, the High Court handed down a judgement involving the Lloyds Banking Group's
defined benefit pension schemes. The judgement concluded the schemes should be amended to
equalise pension benefits for men and women in relation to guaranteed minimum pension benefits.
The issues determined by the judgement arise in relation to many other defined benefit pension
schemes.

The Trustee of the Scheme is aware that the issue will affect the Scheme and will be considering this at
a future meeting and decisions will be made as to the next steps. As noted on page 10, the total impact
on the Scheme’s actuarial liabilities has been estimated at 0.25% of the total liabilities of the Scheme

(excluding the expenses reserve).
www.barnett-waddingham.co.uk
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THE UNIVERSITY OF WARWICK PENSION SCHEME ANNUAL REPORT FOR THE YEAR ENDED 31 MARCH 2021

The Trustee’s Report (cont)

On 20 November 2020, the High Court handed down a further judgment on the GMP equalisation case
in relation to the Lloyds banking group pension schemes. This follows from the original judgment in
October 2018 which confirmed that schemes need to equalise pensions for the effect of unequal GMPs
between males and females. This latest judgment confirms that Defined Benefit schemes which provide
GMPs need to revisit and where necessary top up historic Cash Equivalent Transfer Values that were
calculated based on unequalised benefits. The issues determined by the judgment arise in relation to
many other defined benefit pension schemes. The Scheme has experienced historical transfers out which
will be subject to adjustment as a result of this second ruling. The Trustee will be considering this at a
future meeting and decisions will be made as to the next steps. Any adjustments necessary will be
recognised in the financial statements in future years. At the date of signing these accounts, it is not
possible to estimate the value of any such adjustments at this time.

The Trustee has formed a Data and GMP sub-committee and held meetings with its advisers to consider
this further but given the complexity of the topic it is still reviewing the data and options available. A
Project Manager has been appointed to provide assistance to the Trustee.

All cash equivalents (transfer values) paid during the year were calculated and verified in the manner
required by the Pensions Act 1993 and subsequent amendments. No discretionary benefits are included
in the calculation of transfer values.

A cash equivalent is the amount which a Scheme member is entitled under social security legislation to
have applied as a transfer payment to another permitted pension arrangement or a buy-out policy.

Under the General Data Protection Regulation (GDPR) and the Data Protection Act 2018 regulations,
pension scheme trustees are classed as data controllers, with legal responsibility for compliance falling
to them. Scheme Actuaries are also classed as data controllers (jointly with the trustees) in accordance
with guidance issued by the Actuarial Profession. Barnett Waddingham LLP act as a data processer as
the administrators of the Scheme.

The Trustee has worked with its advisers to receive relevant training, and continues to do so to ensure
continued compliance with data protection legislation.

The Trustee is aware of and adheres to the Codes of Practice issued by The Pensions Regulator (“TPR").
The objectives of these codes are to protect members’ benefits, reduce the risk of calls on the Pension
Protection Fund (“PPF") and to promote good administration.

TPR issues guidance on all aspects of pension scheme data record keeping to all those responsible for
the data (the trustees) and those who administer pension schemes. The guidance covers both common
data and also scheme-specific data (conditional). The guidance sets out good practice in helping
trustees to assess risks associated with record keeping. Improved data means that trustees and
employers will be able to make a more precise assessment of their financial liabilities. Schemes are
expected to keep their data under regular review and set targets for the improvement in the standard
of data recorded. More information can be found at:

http://veww.thepensionsregulator.gov.uk/guidance/quidance-record-keeping.aspx
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THE UNIVERSITY OF WARWICK PENSION SCHEME ANNUAL REPORT FOR THE YEAR ENDED 31 MARCH 2021

The Trustee's Report (cont)

If, as a defined benefit Scheme member, you wish to obtain further information about the Scheme,
including copies of the Scheme documentation, your own pension position or who to contact in the
event of a problem or complaint, please write to or telephone:

The University of Warwick Team, Barnett Waddingham LLP, St James's House. St James's Square,
Cheltenham, GL50 3PR.

Telephone: 0333 1111 222

Alternatively you may contact the Scheme administrators online at:
https://logon.bwebstream.com/shared/contact

If you are a member of the defined contribution section (either Heritage or Enterprise sections) and
have a query you should contact the Human Resources (HR) Pensions Administration Team at:

Pensions Administration, HR Department, University House, University of Warwick, Coventry, CV4 8UW
Alternatively you may contact the team online at: hr.pensions@warwick.ac.uk

The audited financial statements, which are to be prepared in accordance with UK Generally Accepted
Accounting Practice (UK GAAP), including FRS 102 The Financial Reporting Standard applicable in the
UK and Republic of Ireland, is the responsibility of the Trustee. Pension scheme regulations requires
the Trustee to make available to Scheme members, beneficiaries and certain other parties, audited
financial statements for each Scheme year which:

(i) show a true and fair view of the financial transactions of the Scheme during the Scheme year and of
the amount and disposition at the end of the Scheme year of the assets and liabilities, other than
liabilities to pay pensions and benefits after the end of the Scheme year; and

(i) contain the information specified in the Occupational Pension Schemes (Requirement to obtain
Audited Accounts and a Statement from the Auditor) Regulations 1996, including a statement whether
the accounts have been prepared in accordance with the Statement of Recommended Practice
Financial Reports of Pension Schemes.

The Trustee has supervised the preparation of the financial statements and has agreed suitable
accounting policies, to be applied consistently, making estimates and judgements on a reasonable and
prudent basis. It is also responsible for:

e assessing the Scheme’s ability to continue as a going concern, disclosing, as applicable, matters
related to going concern;

e using the going concern basis of accounting unless it either intends to wind up the Scheme, or has
no realistic alternative but to do so; and

e making available each year, commonly in the form of a Trustee’s annual report, information about
the Scheme prescribed by pensions legislation, which they should ensure is fair and impartial.

The Trustee also has certain responsibilities in respect of contributions which are set out in the
statement of Trustee’s responsibilities accompanying the Trustee’s summary of contributions.

The Trustee is responsible for such internal control as it determines necessary to enable the preparation
of financial statements that are free from material misstatement, whether due to fraud or error, and has
a general responsibility for ensuring that adequate accounting records are kept and for taking such
steps as are reasonably open to it to safeguard the assets of the Scheme and to prevent and detect
fraud and other irregularities.

www.barnett-waddingham.co,uk
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THE UNIVERSITY OF WARWICK PENSION SCHEME ANNUAL REPORT FOR THE YEAR ENDED 31 MARCH 2021

The Trustee's Report (cont)

The Trustee is responsible for the maintenance and integrity of the Scheme and financial information
included on the Scheme's website. Legislation in the United Kingdom governing the preparation and
dissemination of financial statements may differ from legislation in other jurisdictions.

Under Section 222 of the Pensions Act 2004, every scheme is subject to the Statutory Funding Objective,
which is to have sufficient and appropriate assets to covers its technical provisions. The technical
provisions represent the present value of the benefit members are entitled to based on pensionable
service to the valuation date. This is assessed using the assumptions agreed between the Trustee and
the University and set out in the Statement of Funding Principles, which is available to Scheme members
on request.

The most recent full actuarial valuation of the Defined Benefit section of the Scheme was carried out as
at 31 March 2019. The next full actuarial valuation will be carried out as at 31 March 2022. An actuarial
report was performed on 31 March 2020. The table below shows the results of these valuations.

Value of technical provisions 2643 2403
(£Em)
Value of assets available to 237.8 221.7

meet technical provisions (£m)

Assets as a percentage of 90% 92%
technical provisions

The values above relate to the DB Benefits Section of the Scheme, including the assets and liabilities in
relation to AVC benefits. The Trustee holds annuity policies that secure the pensions payable to certain
specified beneficiaries. However, as permitted under current regulations and accounting practice, the
Trustee has decided that these policies need not be valued in the Net Asset Statement on the grounds
of materiality. The figures above include a prudent assessment of these annuity policies, but it is worth
noting that the assets and liabilities covered by these policies match each other exactly.

Method

The actuarial method to be used in the calculation of the technical provisions is the Projected Unit
Method.

Significant actuarial assumptions

The principal assumptions that were used for the actuarial valuation as at 31 March 2019 and for the 31
March 2020 funding update are set out below. The assumptions as at 31 March 2019 were derived
having regard to the agreed Statement of Funding Principles dated 5 June 2020 and market conditions
at 31 March 2019. The assumptions as at 31 March 2020 were derived having regard to the agreed
Statement of Funding Principles dated 5 June 2020, updated for market conditions at 31 March 2020
and allowing for a de-risking of the Scheme’s short-term investment strategy in Q2 2020 such that the
target portfolio return reduced by 0.3% pa to 31 March 2029.

www.barnett-waddingham.co.uk
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THE UNIVERSITY OF WARWICK PENSION SCHEME ANNUAL REPORT FOR THE YEAR ENDED 31 MARCH 2021

The Trustee’s Report (cont)

All assumptions have been derived with reference to the full gilt yield curve and implied inflation curve,
from the Willis Towers Watson Investment Model. Detailed in the table below are the single equivalent
financial assumptions (rounded to the nearest 0.05%). These represent the equivalent single
assumptions which taken in isolation would produce the same liability figure as that derived from using
the full curves for each respective financial assumption.

Discount rates:

- Short term discount rate 1.60 2.50
- Long term discount rate 0.95 1.70
- Initial time horizon 9 years 10 years
Salary increases: 2.05 2.55
Deferred increases on pension in excess of

GMP *:

- Pre64.09 2.05 255
- Post5.4.09 2.05 2.50
Pension increases in payment:

- Pre 6.4.97 (inc. GMP) (fixed 3%) 3.00 3.00
- Post 5.4.97, pre 6.4.99 (RPI, min 3%, max 5%) 3.60 3.85
- Post 5.4.99, pre 6.4.06 (RPI, max 5%) 2.60 3.15
- Post 5.4.06, pre 1.4.10 (RPI, max 3%) 2.00 230
- Post 31.3.10 (RPI, max 2.5%) 1.70 2.00

Mortality in retirement

- Base mortality tables

Male Pensioners SAPS (S3) normal tables with a multiplier of 114%
Female Pensioners SAPS (S3) normal tables with a multiplier of 102%
- Future improvements in longevity CMI 2018 core projections (including core values for the extended
parameters) with a 1.5% pa long-term trend
GMP equalisation** 0.25% of total defined benefit liability (excluding expenses
allowance)

* GMP receives statutory fixed rate revaluation in deferment

** An allowance equal to 0.25% of the total liabilities of the Scheme (excluding the expenses reserve)
has been made as a reserve for the impact of any need to equalise benefits accrued between 17 May
1990 and 5 April 1997 to allow for the unequal impact of Guaranteed Minimum Pensions on men and
women. It is expected that detailed calculations will be undertaken in due course and the benefits and
liabilities of the Scheme will be adjusted accordingly

Towers Watson Limited, a Willis Towers Watson Company

25 May 2021
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THE UNIVERSITY OF WARWICK PENSION SCHEME ANNUAL REPORT FOR THE YEAR ENDED 31 MARCH 2021

The Trustee’s Report (cont)

The Trustee maintains a Statement of Investment Principles (“SIP”), as required by Section 35 of the
Pensions Act 1995, and a copy of the latest statement (dated September 2020) is available at

https://warwick.ac.uk/services/humanresources/internal/rewardandbenefits/corebenefits/pensions/ups
_db_sip_2020.pdf.

This outlines the Scheme’s investment governance structure and asset allocation strategy.

There were no significant departures from the stated principles during the year under review. Small
deviations from the benchmark allocation are to be expected as a result of fluctuations in asset prices.

The Trustee has ultimate responsibility for decision-making on investment matters.

In order to ensure that investment decisions are taken only by persons or organisations with the skills,
information and resources necessary to take them effectively, the Trustee delegates some of these
responsibilities in accordance with the Scheme’s Trust Deed and Rules.

In particular, the Trustee delegates a number of tasks to an Investment Sub Committee (“ISC") as well
as a Delegated Chief Investment Officer ("DCIO"), the latter function being carried out by Towers Watson
Limited.

The Trustee’s primary investment role and responsibility is to set the overall strategic investment
objectives for the Scheme, including a risk budget and return target (taking advice from the ISC and
DCIO), and ensuring that these objectives remain appropriate over time.

The DCIO’s roles and responsibilities are set out within a Fiduciary Management Agreement (‘FMA”").
The DCIO is responsible for managing the Scheme's investments within the constraints of specific
Investment Guidelines, which are designed to be consistent with the long-term strategic goals and
parameters agreed by the Trustee. Specific responsibilities include: determining asset allocation and
liability hedging design; selecting and de-selecting underlying investment managers; implementing all
asset transitions; and providing regular monitoring reports.

The ISC's roles and responsibilities include monitoring the activity and performance of the DCIO for the
services provided as set out in the DCIO’s FMA, and reporting to the Trustee.

Further details regarding the division of responsibilities are set out in the Scheme’s SIP.

The Trustee has delegated responsibility for the selection and deselection of investments, and the
ongoing management of relationships with asset managers to the DCIO within Investment Guidelines
set by the Trustee.

The Trustee expects the DCIO to appoint investment managers with an expectation of a long-term
partnership, which encourages active ownership of the Scheme'’s assets. When assessing a manager's
performance, the Trustee expects the DCIO to focus on longer-term outcomes, commensurate with the
Trustee's position as a long term investor.

For most of the Scheme’s investments, the Trustee expects the DCIO to appoint managers with a
medium to long time horizon, consistent with the Scheme. In particular areas such as equity and credit,
the Trustee expects the DCIO to work with managers who will use their engagement activity to drive
improved performance over medium to long term periods within the wider context of long-term
sustainable investment.

www.barnett-waddingham.co.uk
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THE UNIVERSITY OF WARWICK PENSION SCHEME ANNUAL REPORT FOR THE YEAR ENDED 31 MARCH 2021

The Trustee's Report (cont)

The Trustee expects the DCIO to assess the alignment of the Scheme’s underlying managers’ approach
to sustainable investment (including engagement) with its own before making an investment on the
Scheme's behalf. In addition, the Trustee expects the DCIO to review the managers’ approach to
sustainable investment (including engagement) on a regular basis and engage with the manager to
encourage further alignment as appropriate. This monitoring process includes specific consideration of
the sustainable investment/ESG characteristics of the portfolio and the managers’ engagement
activities. If, following engagement, the DCIO considers that the degree of alignment remains
unsatisfactory, the Trustee expects the DCIO to deselect the manager.

The Trustee expects the DCIO to consider the fee structures of asset managers and the alignment of
interests created by these fee structures as part of its investment decision making process, both at the
appointment of an asset manager and on an ongoing basis. Asset managers are generally paid an ad
valorem fee, in line with normal market practice, for a given scope of services which includes
consideration of long-term factors and engagement. The Trustee expects the DCIO to review and report
on the costs incurred in managing the Scheme's assets regularly, which includes the costs associated
with portfolio turnover. In assessing the appropriateness of the portfolio turnover costs at an individual
manager level, the Trustee expects the DCIO to have regard to the actual portfolio turnover and how
this compares with the expected turnover range for that mandate.

Further information on the Trustee’s policies can be found in the Scheme’s SIP. The extent to which the
Trustee believes it has adhered to these policies over the scheme year is disclosed in the Scheme’s
Implementation Statement.

The Trustee believes long-term sustainability to be an important and relevant issue to consider
throughout the investment process. In particular the Trustee recognises that:

o an investment's financial success can be influenced by a wide range of factors including
environmental, social and governance (ESG) issues and stewardship

) ESG considerations and stewardship are therefore important aspects of responsible financial risk
management in order to protect the value of investments and should improve long-term member
financial outcomes.

Where ESG factors, stewardship and broader sustainable investment considerations are deemed to be
financially material, the Trustee believes that they should be taken into account within the investment
decision-making process. The Trustee may consider non-financial matters as part of its overall decision
making and setting of investment strategy including as and when views are proactively raised by
members, and will continue to monitor and review its approach in this area.

The Trustee applies the principles outlined above via the selection and monitoring of the DCIO (and its
associated approach to ESG and broader sustainability issues). In particular, the Trustee has delegated:

) investment manager selection, de-selection and monitoring to the DCIO

o the selection, retention and realisation of investments to the DCIO and in turn to the Scheme’s
investment managers (in accordance with the Financial Services and Markets Act 2000, the
selection of specific investments is delegated to investment managers)

o responsibility for the exercising of rights (including voting rights) attaching to investments to the
Scheme’s investment managers.

Further information on this can be found in the Scheme’s SIP.
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THE UNIVERSITY OF WARWICK PENSION SCHEME ANNUAL REPORT FOR THE YEAR ENDED 31 MARCH 2021

The Trustee’s Report (cont)

The asset allocation at the beginning and end of this accounting year was as follows:

“% £ %)
Global equities (Inc. Emerging) 10.0% 11.9%
Diversifying strategies 18.0% 104%
Global high yield 1-0:/0 30%
Securitised credit 3.4% 44%
Emerging Market Debt 2.6% 1.5%
Global sovereign credit - 2.0%
REITs 3.0% 36%
Infrastructure 3.4% 3.2%
Secure Income Assets 6.9% 6.9%
Downside risk hedging 0.7% - 0.5%
Matching assets (including cash) 51.0% 52.7%
Total* 100% 100%
Liability hedge ratio** c.94% c.95%

* Totals may not sum due to rounding

** The liability hedge ratio is an estimate of ‘the sensitivity of the assets to changes in long-term interest rate and inflation
expectations’ relative to 'the sensitivity required to insulate the funding level against changes in long-term interest rates and
inflation’.

The change in asset allocation over the year reflects a combination of relative market movements as
well as some portfolio rebalancing.

The asset allocation only reflect the assets managed by the DCIO and excludes any annuity policies,
AVCs or cash held in the Trustee account.

Over the first quarter in 2020, COVID 19 morphed into a global pandemic, central banks eased
aggressively to provide liquidity and mitigate the demand shock. As economies opened over the second
quarter in 2020, governments continued monetary stimulus programmes to help economic recovery.
Examples include the European Central Bank’s €750 billion stimulus package (c.4.7% of EU GDP), the
Bank of England increasing its target stock of UK government bonds by an additional £100 billion, and
the Fed in the US increasing their purchases of Treasury and mortgage-backed securities and corporate
bonds.

Beyond the monetary stimulus of quantitative easing programmes, the US and UK central banks kept
interest rates at their record low over the period. The Bank of England reduced base rates from 0.75%
to 0.25% on 11 March 2020, and then further announced a reduction to 0.10% on 19 March 2020, the
lowest rate set in the Bank’s 325-year history. The Fed reduced rates to a target range of 1.00 - 1.25%
on 3 March 2020, and then made a further reduction to 0.00-0.25% on 15 March 2020, which is the

www.barnett-waddingham.co.uk
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THE UNIVERSITY OF WARWICK PENSION SCHEME ANNUAL REPORT FOR THE YEAR ENDED 31 MARCH 2021

The Trustee’'s Report (cont)

lowest rate range the Fed has set in its history. The interest rate in the UK, US and the EU have remained
unchanged since March 2020.

A trade deal was struck on 24 December 2020 between the UK and the EU, allowing trading in goods
without tariffs or quotas. However, customs costs and non-tariff barriers will increase trading costs. The
deal is thin on trade in services, which makes up 80% of the UK economy. In financial services, for
example, the EU has granted only a temporary equivalence in specific areas for British regulatory
standards. Additional discussions will determine the details on topics such as trade in services,
passporting of financial services, and data sharing and protection laws. Over Q1 2021, Rishi Sunak
announced a favourable budget for businesses. Mr Sunak is relying on taxes to balance the budget.
Corporation tax is set to increase from 19% to 25% by 2023. Income-tax thresholds will be frozen in
cash terms from 2023, generating more tax revenue as incomes grow. These future tax increases are
helped by a forecast (from the Office of Budget Responsibility) of 7.3% economic growth by 2022.

In November 2020, Joe Biden won the US election. Over the first quarter of 2021, Biden's $1.9tn
spending package was passed by the Senate. This stimulus package brings the total pandemic-related
spending to $6tn (28% pre-crisis GDP). This has led to inflationary expectations rising, in reaction to
which the US 10-year nominal bond yield has risen ¢.70bps. Nevertheless, the Fed has maintained an
accommodative tone: bond purchases will continue over the foreseeable future with no change in
forward guidance on their first rate hike.

Over the 12 months to 31 March 2021 sterling has appreciated against the US dollar, the Euro and the
Yen by 11.3%, 3.9% and 13.9% respectively.

Equity market returned double digit positive growth over the 12 month period across all regions. The
FTSE World Index returned 39.6% in sterling terms. Asia Pacific (excluding Japan) was the best
performing region, returning 50.6% in sterling terms. North American equities and Emerging Market
equities were also noteworthy, as FTSE North America returned 42.8% and FTSE All-World All Emerging
Index returned 40.8%. The worst performing region was Japan, with FTSE Japan Index returning 26.3%
over the year in sterling terms.

UK government bond yields (which move inversely to bond price) increased over the 12 month period.
Long maturity UK gilts returned -10.4% over the period (as measured by FTSE-A Gilts Over 15 Years
Index). Inflation-linked gilt yields decreased over the 12 month period with FTSE-A Index-Linked Gilts
Over 15 Years Index returning 2.3%.

Over the past year, local currency emerging market debt underperformed hard currency emerging
market debt, returning -7.5% and -4.6% respectively.

Crude oil returned 159.6% (West Texas Intermediate Crude Oil) in sterling terms over the 12 months to
31 March 2021. Following the Q1 2020 shock in oil markets, oil prices doubled in the second quarter
from US $20.5 to US $41.3 per barrel due to OPEC and Russia reaching an agreement to make temporary
cuts in production and due to increased demand as economies came out of COVID-19 lockdowns.
Towards the end of the 2020, oil prices made further gains due to increased demand from China and
India, and news of a vaccine. Over the first quarter of 2021, oil price continued to increase reaching a 1-
year high (in mid-March) of US$65 per barrel. However, price volatility increased as the market reacted
to conflicting concerns surrounding fears of increased COVID-related restrictions (reducing oil demand)
and the developing Suez canal blockage situation (reducing oil supply), resulting in the oil price closing
the month down at US$59.2
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THE UNIVERSITY OF WARWICK PENSION SCHEME ANNUAL REPORT FOR THE YEAR ENDED 31 MARCH 2021

The Trustee's Report (cont)

Commercial UK property (as measured by the IPD Monthly Index) returned 2.8% over the 12 month
period.

Total Scheme investment returns for the Scheme year are summarised below:

%
Quarter -7.6
Year +0.5
3 years (annualised) +53

The following table provides a breakdown of returns since 1 January 2013, when the current investment
structure was put in place:

%

Global equities:

Global equities (including Emerging) 9.7

Alternative betas:

Diversifying Strategies 0.6

Alternative credit:

Global high yield! 9.7
Securitised credit? 5.7
Emerging Market Debt? 22
Global sovereign credit 1.2

Private markets:

Infrastructure 10.9
REITs* 42
Secure Income Assets® 35
Downside risk hedging

Downside risk hedging’ 25.2

Matching assets:

Matching assets (inciuding cash) 17.0

Total Scheme 8.5
' Global High Yield inception date — 01/12/2015

2 Securitised Credit inception date — 01/06/2016

$Emerging Market Debt inception date ~ 30/11/2017

4 REITs inception date — 10/11/2016

> Secure Income Assets inception date — 01/12/2018 —performance as reported by the Scheme’s performance
measurer (State Street) is lagged as at 31 December 2020.

6 Global sovereign credit inception date — 01/05/2020

" Downside Risk Hedging inception date — 01/05/2019
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The Trustee’s Report (cont)

DC Section investment returns for the last 12 months are summarised below:

UPS Balanced Growth 302 29.3 09 4
UPS Equity Growth 380 373 0.7
UPS Money Market 0.0 (0.1) 0.1
UPS Pre-Retirement 2.2 2.1 0.1
SW Money Market CS1 0.0 0.1 0.1)
SW Passive Multi-Asset | CS1 7.6 7.3 0.3
SW Passive Multi-Asset Il CS1/CS3 15.0 14.5 0.5
SW Passive Multi-Asset Il CS1 24.1 23.0 1.1
SW Passive Multi-Asset IV CS1 30.0 30.0 S
SW Passive Multi-Asset V CS1 37.0 36.5 0.5
SW Passive Annuity Purchase CS1 (2.5) (2.6) 0.1

Implementation statements have been included on page 44 for the DB Section and page 59 for the DC
Section. These statements form part of this report.

The Trustee's report including the Implementation Statement on page 44 is approved by the Trustee
and signed for and on behalf of the Trustee:

Date: azq:{ q {’L’l

{

Signed on behalf of the Trustee:

P

;4.5{(4 24
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The Scheme's Trustee is responsible under pensions legislation for ensuring that there is prepared,
maintained and from time to time revised a Schedule of Contributions showing the rates of
contributions payable towards the Scheme by or on behalf of the Employer and the active members of
the Scheme and the dates on or before which such contributions are to be paid. The Scheme's Trustee
is also responsible for keeping records of contributions received in respect of any active member of the
Scheme and for procuring that contributions are made to the Scheme in accordance with the Schedule.

Summary of Contributions payable in the year

During the year, the contributions payable to the Scheme under the Schedule of Contributions were as
follows:

Employer normal contributions 2,147,794
Employer deficit contributions 1,148,386
Members' normal contributions 477,611
Employer normal contributions* 1,237,459
Members' normal contributions 1,248,982
Employer additional reserve fund 15,701
Total contributions payable under the Schedule of Contributions and 675933
reported on by the Scheme auditor T
During the year, the contributions not payable per the Schedule of

Contributions were as follows:

Employer Additional Voluntary Contributions 3,081
Members’ Additional Voluntary Contributions 55,397
Members’ Additional Voluntary Contributions 53,684
Total contributions reported in the financial statements 6,388,095

* During the year the employer disinvested a total of £980,331 from the DC section pooled investments
to fund normal employer contributions for the DC section.

Signed on behalf of the Trustee:

Date: 74 /q (2‘ =

www.barnett-waddingham.co.uk
RESTRICTED 17
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Independent Auditor’s Statement about Contributions
to the Trustee of The University of Warwick Pension
Scheme

We have examined the summary of contributions payable under the Schedule of Contributions to the
University of Warwick Pension Scheme in respect of the Scheme year ended 31 March 2021 which is set
out on page 17.

In our opinion contributions for the scheme year ended 31 March 2021 as reported in the Summary of
Contributions and payable under the Schedules of Contributions have, in all material respects, from 1
April 2020 to 4 June 2020 been paid at least in accordance with the Schedule of Contributions certified
by the Scheme Actuary on 1 February 2018 and subsequently been paid at least in accordance with the
Schedule of Contributions certified by the Scheme actuary on 5 June 2020.

Our examination involves obtaining evidence sufficient to give reasonable assurance that contributions
reported in the summary of contributions have in all material respects been paid at least in accordance
with the Schedules of Contributions. This includes an examination, on a test basis, of evidence relevant
to the amounts of contributions payable to the Scheme and the timing of those payments under the
Schedules of Contributions.

As explained more fully in the Statement of Trustee’s Responsibilities set out on page 8, the Scheme's
Trustee is responsible for ensuring that there is prepared, maintained and from time to time revised a
Schedule of Contributions showing the rates and due dates of certain contributions payable towards
the Scheme by or on behalf of the employer and the active members of the Scheme. The Trustee is also
responsible for keeping records in respect of contributions received in respect of the Scheme and for
monitoring whether contributions are made to the Scheme by the employer in accordance with the
Schedules of Contributions.

It is our responsibility to provide a statement about contributions paid under the Schedules of
Contributions to the Scheme and to report our opinion to you.

This statement is made solely to the Scheme's Trustee, as a body, in accordance with the Pensions Act
1995 and Regulations made thereunder. Our work has been undertaken so that we might state to the
Scheme Trustee those matters we are required to state to it in an auditor's statement about
contributions and for no other purpose. To the fullest extent permitted by law, we do not accept or
assume responsibility to anyone other than the Scheme's Trustee, as a body, for our work, for this
statement, or for the opinions we have formed.

Iryndeep Kaur-Delay Date: 27 September 2021
for and on behalf of KPMG LLP, Statutory Auditor

Chartered Accountants

One Snowhill

Snowhill Queensway

Birmingham

B4 6GH
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Independent Auditor’'s Report to the Trustee of The
University of Warwick Pension Scheme

We have audited the financial statements of The University of Warwick Pension Scheme (“the Scheme”)
for the year ended 31 March 2021 which comprise the Fund Account and the Statement of Net Assets
(available for benefits) and related notes, including the accounting policies in note 3.

In our opinion the financial statements:

* show a true and fair view of the financial transactions of the Scheme during the Scheme year
ended 31 March 2021 and of the amount and disposition at that date of its assets and liabilities,
other than liabilities to pay pensions and benefits after the end of the Scheme year;

* have been properly prepared in accordance with UK accounting standards, including FRS 102
The Financial Reporting Standard applicable in the UK and Republic of Ireland; and

e contain the information specified in Regulation 3 of the Occupational Pension Schemes
(Requirement to obtain Audited Accounts and a Statement from the Auditor) Regulations 1996,
made under the Pensions Act 1995.

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)") and
applicable law. Our responsibilities are described below. We have fulfilled our ethical responsibilities
under, and are independent of the Scheme in accordance with, UK ethical requirements including the
FRC Ethical Standard. We believe that the audit evidence we have obtained is a sufficient and
appropriate basis for our opinion.

The Trustee has prepared the financial statements on the going concern basis as they do not intend to
wind up the Scheme, and as they have concluded that the Scheme's financial position means that this
is realistic. They have also concluded that there are no material uncertainties that could have cast
significant doubt over its ability to continue as a going concern for at least a year from the date of
approval of the financial statements ("the going concern period").

In our evaluation of the Trustee’s conclusions, we considered the inherent risks to the Scheme and
analysed how those risks might affect the Scheme'’s financial resources or ability to continue
operations over the going concern period.

Our conclusions based on this work:

* we consider that the Trustee’s use of the going concern basis of accounting in the preparation
of the financial statements is appropriate;

* we have not identified, and concur with the Trustee’s assessment that there is not, a material
uncertainty related to events or conditions that, individually or collectively, may cast significant
doubt on the Scheme's ability to continue as a going concern for the going concern period.

However, as we cannot predict all future events or conditions and as subsequent events may result in
outcomes that are inconsistent with judgements that were reasonable at the time they were made, the
above conclusions are not a guarantee that the Scheme will continue in operation.
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Independent Auditor’s Report (Cont)

Identifying and responding to risks of material misstatement due to fraud

To identify risks of material misstatement due to fraud (“fraud risks”) we assessed events or conditions
that could indicate an incentive or pressure to commit fraud or provide an opportunity to commit fraud.
Our risk assessment procedures included:

e Enquiring of the Trustee, as to the Scheme's high-level policies and procedures to prevent and
detect fraud, as well as enquiring whether they have knowledge of any actual, suspected or
alleged fraud.

e Reading Trustee's Board minutes.

We communicated identified fraud risks throughout the audit team and remained alert to any
indications of fraud throughout the audit. As required by auditing standards, and taking into account
our overall knowledge of the control environment, we perform procedures to address the risk of
management override of controls, in particular the risk that Trustee (or its delegates including Scheme
Management) may be in a position to make inappropriate accounting entries. On this audit we do not
believe there is a fraud risk related to revenue recognition because revenue in a pension scheme relates
to contributions receivable as paid under an agreed schedule or pre-determined by the Trustee ; there
are no subjective issues or judgements required.

We did not identify any additional fraud risks.
We performed procedures including:

e Identifying journal entries and other adjustments to test based on risk criteria and comparing the
identified entries to supporting documentation. These included those posted after the first draft
of the financial statements have been prepared.

Identifying and responding to risks of material misstatement due to non-compliance with laws and
regulations

We identified areas of laws and regulations that could reasonably be expected to have a material effect
on the financial statements from our general commercial and sector experience and through discussion
with the Trustee and Scheme Management (as required by auditing standards), and discussed with the
Trustee and Scheme Management the policies and procedures regarding compliance with laws and
regulations.

As the Scheme is regulated by The Pensions Regulator, our assessment of risks involved gaining an
understanding of the control environment including the Scheme’s procedures for complying with
regulatory requirements and reading the minutes of Trustee’s meetings.

We communicated identified laws and regulations throughout our team and remained alert to any
indications of non-compliance throughout the audit.

The potential effect of these laws and regulations on the financial statements varies considerably.

Firstly, the Scheme is subject to laws and regulations that directly affect the financial statements
including financial reporting legistation (including related pensions legislation) and we assessed the
extent of compliance with these laws and regulations as part of our procedures on the related financial
statement items.
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Independent Auditor’s Report (Cont)

Secondly, the Scheme is subject to many other laws and regulations where the consequences of non-
compliance could have a material effect on amounts or disclosures in the financial statements, for
instance through the imposition of fines or litigation, or the loss of the Scheme’s registration. We
identified the following areas as those most likely to have such an effect: pensions legislation and data
protection legislation, recognizing the financial and regulated nature of the Scheme’s activities and its
legal form. Auditing standards limit the required audit procedures to identify non-compliance with
these laws and regulations to enquiry of the Trustee and its delegates and inspection of regulatory and
legal correspondence, if any. Therefore, if a breach of operational regulations is not disclosed to us or
evident from relevant correspondence, an audit will not detect that breach.

We have reported separately on contributions payable under the schedule of contributions in our
statement about contributions on page 18 of the financial statements.

Context of the ability of the audit to detect fraud or breaches of law or regulation

Owing to the inherent limitations of an audit, there is an unavoidable risk that we may not have detected
some material misstatements in the financial statements, even though we have properly planned and
performed our audit in accordance with auditing standards. For example, the further removed non-
compliance with laws and regulations is from the events and transactions reflected in the financial
statements, the less likely the inherently limited procedures required by auditing standards would
identify it.

In addition, as with any audit, there remained a higher risk of non-detection of fraud, as these may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal controls.
Our audit procedures are designed to detect material misstatement. We are not responsible for
preventing non-compliance or fraud and cannot be expected to detect non-compliance with all laws
and regulations.

The Trustee has responsibility for the other information, which comprises the Trustee’s report (including
the Report on actuarial liabilities, Implementation Statement and the Summary of contributions), and
the Actuarial certification of the schedule of contributions. Our opinion on the financial statements does
not cover the other information and, accordingly, we do not express an audit opinion or any form of
assurance conclusion thereon in this report.

Our responsibility is to read the other information and, in doing so, consider whether, based on our
financial statements audit work, the information therein is materially misstated or inconsistent with the
financial statements or our audit knowledge. Based solely on this work we have not identified material
misstatements in the other information.

As explained more fully in their statement set out on page 8, the Scheme Trustee is responsible for:
supervising the preparation of financial statements which show a true and fair view; such internal control
as they determine is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error; assessing the Scheme's ability to continue as a
going concern, disclosing, as applicable, matters related to going concern; and using the going concern
basis of accounting unless they either intend to wind up the Scheme, or have no realistic alternative but
to do so.
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Independent Auditor’s Report (Cont)

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue our opinion in an
auditor’s report. Reasonable assurance is a high level of assurance, but does not guarantee that an
audit conducted in accordance with ISAs (UK) will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in aggregate,
they could reasonably be expected to influence the economic decisions of users taken on the basis of
the financial statements.

A fuller description of our responsibilities is provided on the FRC's website at:
www. frc.org.uk/auditorsresponsibilities.

This report is made solely to the Scheme Trustee, in accordance with the Pensions Act 1995 and
Regulations made thereunder. Our audit work has been undertaken so that we might state to the
Scheme Trustee those matters we are required to state to them in an auditor’s report and for no other
purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to anyone
other than the Scheme Trustee, for our audit work, for this report, or for the opinions we have formed.

Iryndeep Kaur-Delay Date: 27 September 2021
for and on behalf of KPMG LLP, Statutory Auditor

Chartered Accountants

One Snowhill, Snowhill Queensway

Birmingham, B4 6GH
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The Financial Statements

Employer contributions
Employee contributions

Total contributions

Transfers in
Other income

Benefits paid or payable
Payments to and on account of
leavers

Administrative expenses

Other payments

Investment income
Change in market value of
investments

Investment management
expenses

10
11

12
13

14

3,299,261 1,253,160 4,552,421 5,560,346
533,008 1,302,666 1,835,674 1,813,751
3,832,269 2,555,826 6,388,095 7,374,097

= 36,500 36,500 55,457

49,332 91,890 141,222 113,146
3,881,601 2,684,216 6,565,817 7,542,700
(6,396,871) (327,502) (6,724,373)  (6,493,439)
(518,540) (334,259) (852,799) (314,120
(5631,339) (108,239) (639,578) (772,841)
(222,861) (175,968) (398,829) (130,986)
(7,669,611) (945,968) (8,615579)  (7,711,386)
(3,788,010) 1,738,248 (2,049,762) (168,686)
8,836,067 31 8,836,098 19,446,763
(6,547,310) 4,159,434 (2,387,876) (903,764)
(505,577) (79,721) (585,298) (549,120)
1,783,180 4,079,744 5,862,924 17,993,879
(2,004,830) 5,817,992 3,813,162 17,825,193
236,735,899 16,013,543 252,749,442 234,924,249
234,731,069 21,831,535 256,562,604 252,749,442

The notes on pages 25 to 39 form part of these financial statements.
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Pooled investment vehicles 16
Cash in transit 13
AVC investments 17
21
22

232,387,334 21,534,598 253,921,932 240,592,443
17,005 955 17,960 9,828,938
901,852 = 901,852 976,786
233,306,191 21,535,553 254,841,744 251,398,167
1,568,763 323,044 1,891,807 1,645,659
(143,885) (27,062) (170,947) (294,384)
234,731,069 21,831,535 256,562,604 252,749,442

The financial statements summarise the transactions of the Scheme and deal with the net assets at the
disposal of the Trustee. They do not take account of obligations to pay pensions and benefits which
fall due after the end of the Scheme year. The actuarial position of the Scheme, which takes into account
such obligations for the Defined Benefit Section is dealt with in the Report on Actuarial Liabilities on
pages 9 to 10 of the Annual Report and these financial statements should be read in conjunction with

this report.

The notes on pages 25 to 39 form part of these financial statements.

These financial statements were approved by the Trustee on

Date: QJ IL( c( { 7___{

Signed on behalf of the Trustee:

Director
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Notes to the Financial Statements

Details of general information for the Scheme are available in the Trustee’s Report.

The individual financial statements have been prepared in accordance with the Occupational Pension Schemes
(Requirement to obtain Audited Accounts and a Statement from the Auditor) Regulations 1996, Financial Reporting
Standard 102 - The Financial Reporting Standard applicable in the UK and Republic of Ireland, and the guidance
set out in the Statement of Recommended Practice (Revised 2018).

The financial statements are prepared on a going concern basis, which the Trustee believes to be appropriate as
they believe that the Scheme has adequate resources to meet obligations as they fall due for at least the next twelve
months from the approval of these financial statements.

In reaching this conclusion, the Trustee considered the impact of the COVID-19 outbreak on the Scheme and on
the Sponsoring Employer, University of Warwick. Student recruitment has remained very strong exceeding
expectations and cashflows have similarly held up well with no significant increase in bad debts. Student recruitment
for the coming year is also looking strong and the conversion rate for international students from offers to
acceptance is also very strong.

On this basis, whilst the impact of the COVID-19 outbreak cannot be accurately predicted, given the strong funding
position, the Trustee consider that the Scheme will nevertheless continue to operate. Following this assessment,
the Trustee concluded it was appropriate to prepare the financial statements on a going concern basis.

The Scheme is established as a trust under English law. The address for enquiries to the Scheme is included in the
Trustee’s Report.

The principal accounting policies of the Scheme which are applied consistently are as follows:

o The Scheme’s functional and presentational currency is pounds sterling. Monetary items denominated in
foreign currency are translated into sterling using the closing exchange rates at the Scheme year-end.
Foreign currency transactions are recorded in sterling at the spot exchange rate at the date of the transaction.

o Employer deficit funding contributions are accounted for on the due dates on which they are payable under
the Schedule of Contributions or on receipt if earlier with the agreement of the Employer and Trustee.

. Employee contributions, including AVCs, are accounted for by the Trustee when they are deducted from pay
by the Employer.

o Employer normal contributions are accounted for in accordance with the Schedule of Contributions in force
during the year.

. Employer additional contributions are accounted for in accordance with the agreement under which they

are payable or, in the absence of an agreement, on a receipts basis.

. Pensions in payment are accounted for in the period to which they relate.

o Benefits are accounted for in the period in which the member notifies the Trustee of his decision on the type
or amount of benefit to be taken, or if there is no member choice, on the date of retiring or leaving.

. Individual transfers in or out of the Scheme are accounted for when member liability is accepted or

discharged which is normally when the transfer amount is paid or received.

o Expenses are accounted for on an accruals basis.

. Investment management expenses are also accounted for on an accruals basis.

. Income from pooled investment vehicles is accounted for when declared by the fund manager.

o Income from cash and short term deposits is accounted for on an accruals basis.

o Receipts from annuity policies are accounted for as investment income on an accruals basis.

. Investment income arising from the underlying investments of the pooled investment vehicles is reinvested

within the pooled investment vehicles and reflected in the unit price. Thus, it is reported within “Change in
market value”.
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Notes to the Financial Statements (Cont)

The change in market value of investments during the year comprises all increases and decreases in the
market value of investments held at any time during the year, including profits and losses realised on sales
of investments during the year.

Unitised pooled investment vehicles have been valued at the latest available bid price or single price
provided by the pooled investment manager. Shares in other pooled arrangements have been valued at the
latest available net asset value (NAV) determined in accordance with fair value principles, provided by the
pooled investment manager.

Annuities purchased by the Trustee which fully provide the benefits for certain members are not included as
assets of the Scheme as they are deemed not material. The cost of purchasing these annuities is reported
under benefits payable within the Fund Account.

With profit insurance policies are reported at the policy value provided by the insurance company based on

the cumulative reversionary bonuses declared and the current terminal bonus.

Employer contributions 3,291,006 2,269,340 5,560,346

Employee contributions 579,398 1,234,353 1,813,751
Total contributions 5 3,870,404 3,503,693 7,374,097
Transfers in 6 - 55,457 55,457
Other income 7 33,970 79,176 113,146
3,904,374 3,638,326 7,542,700

Benefits paid or payable 8 (6,225,604) (267,835) (6,493,439)
Payments to and on account of leavers 9 (127,069) (187,051) (314,120)
Administrative expenses 10 (665,558) (107,283) (772,841)
Other payments 1 {(40,262) (90,724) (130,986)
(7,058,493) (652,893) (7,711,386)

(3,154,119) 2,985,433 (168,686)

Investment income 12 19,446,285 478 19,446,763
Change in market value of investments 13 241,386 (1,145,150) (903,764)
Investment management expenses 14 (490,789) (58,331) (549,120)
19,196,882 (1,203,003) 17,993,879

16,042,763 1,782,430 17,825,193

220,693,136 14,231,113 234,924,249

236,735,899 16,013,543 252,749,442
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Notes to the Financial Statements (Cont)

Pooled investment vehicles
Cash in transit
AVC investments

Employer contributions
Normal
Deficit
Additional

Employee contributions
Normal
Additional voluntary contributions

Employer contributions
Normal
Deficit
Additional

Employee contributions
Normal
Additional voluntary contributions
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16 224,894,428 15,698,015 240,592,443
13 9,828,938 S 9,828,938
17 976,786 S 976,786
235,700,152 15,698,015 251,398,167
21 1,306,148 339,511 1,645,659
22 (270,401) (23,983) (294,384)
236,735,899 16,013,543 252,749,442
2,147,794 1,237,459 3,385,253
1,148,386 S 1,148,386
3,081 15,701 18,782
3,299,261 1,253,160 4,552,421
477,611 1,248,982 1,726,593
55,397 53,684 109,081
533,008 1,302,666 1,835,674
3,832,269 2,555,826 6,388,095
1,911,899 2,245,984 4,157,883
1,379,107 = 1,379,107
= 23,356 23,356
3,291,006 2,269,340 5,560,346
514,998 1,213,641 1,728,639
64,400 20,712 85,112
579,398 1,234,353 1,813,751
3,870,404 3,503,693 7,374,097
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Notes to the Financial Statements (Cont)

Salary sacrifice contributions have been included within employee normal contributions.

During the year the employer disinvested a total of £980,331 from the DC section pooled investments to fund

normal employer contributions for the DC section.

Total employer contributions of £3.29m per annum are being paid to the DB Section of the Scheme until 31 March
2027 in accordance with a Recovery Plan to improve the Scheme’s funding position. These contributions comprise
normal contributions for active DB members, the provision of death in service benefits, the expenses of

administering the Scheme (including PPF levies) and deficit shortfall contributions.

Individual transfers in from other schemes

Individual transfers in from other schemes

Claims on term insurance policies

Claims on term insurance policies

Pensions
Commutations and lump sum retirement benefits
Lump sum death benefits
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- 36,500 36,500

- 55,457 55,457

49,332 91,890 141,222
33,970 79,176 113,146
4,846,842 - 4,846,842
1,503,266 201,240 1,704,506
46,763 126,262 173,025
6,396,871 327,502 6,724,373
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Notes to the Financial Statements (Cont)

Pensions

Commutations and lump sum retirement benefits

Lump sum death benefits

Refunds to members leaving service
Individual transfers to other schemes

Refunds to members leaving service
Individual transfers to other schemes

Administration and processing
Actuarial fees

Audit fee

Legal and other professional fees
PPF Levy

Miscellaneous

Administration and processing
Actuarial fees

Audit fee

Legal and other professional fees
PPF Levy

Miscellaneous

The Scheme bears all other costs of administration.
Department were £57,869 (2020: £76,133).
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4,595,048 S 4,595,048
1,482,117 178,368 1,660,485
148,439 89,467 237,906
6,225,604 267,835 6,493,439
9,421 2,503 11,924
509,119 331,756 840,875
518,540 334,259 852,799
S 4,099 4,099
127,069 182,952 310,021
127,069 187,051 314,120
233,414 69,851 303,265
179,284 20,601 199,885
12,400 12,400 24,800
18,070 - 18,070
81,847 5,307 87,154
6,324 80 6,404
531,339 108,239 639,578
287,349 68,034 355,383
234,570 S 234,570
12,100 12,100 24,200
38,554 22,519 61,073
91,414 4,544 95,958
1,571 86 1,657
665,558 107,283 772,841

The administration fees payable to the University's HR

29



THE UNIVERSITY OF WARWICK PENSION SCHEME ANNUAL REPORT FOR THE YEAR ENDED 31 MARCH 2021

Notes to the Financial Statements (Cont)

Premiums on term insurance policies

Premiums on term insurance policies

222,861

175,968

398,829

40,262

90,724

130,986

A policy is held with Aviva Life & Pensions UK Ltd to cover the Scheme against lump sum payments in the event of

a Member’s death during service.

Income from pooled investment vehicles
Annuity income

Currency gain / (loss)

Interest on cash deposits

Income from pooled investment vehicles
Annuity income

Currency gain / (loss)

Interest on cash deposits
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8,949,600 s 8,949,600
65,017 S 65,017
(179,571) = (179,571)
1,021 31 1,052
8,836,067 31 8,836,098
19,308,040 S 19,308,040
61,431 478 61,909
72,616 = 72,616
4,198 S 4,198
19,446,285 478 19,446,763
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Pooled investment vehicles 224,894,428 174,164,232 (160,116,368) (6,554,958) 232,387,334
AVC investments 976,786 55,397 (137,979) 7,648 901,852
225,871,214 174,219,629 (160,254,347) (6,547,310) 233,289,186

Cash in transit 9,828,938 17,005
235,700,152 233,306,191

Pooled investment vehicles 15,698,015 4,813,518 (3,136,369) 4,159,434 21,534,598
Cash in transit - 955
15,698,015 21,535,553

Indirect costs are incurred through the bid-offer spread on investments within pooled investment vehicles and
charges made within those vehicles. The amount of indirect costs is not separately provided to the Scheme.

The Defined Contribution Section investments purchased by the Scheme are allocated to provide benefits to the
individuals on whose behalf corresponding contributions are paid. The investment manager holds the investment
units on a pooled basis for the Trustee. The Scheme administrator allocates investment units to members. The
Trustee may hold investment units representing the value of employer contributions that have been retained by
the Scheme that relate to members leaving the Scheme prior to vesting. Defined contribution assets are allocated
to members and the Trustee as follows:

Members 208,13118 13,739,781
Trustee 721,480 1,958,234
21,534,598 15,698,015
Administration, management and custody 230,577 69,596 300,173
Advisory 275,000 10,125 285,125
505,577 79,721 585,298
Administration, management and custody 190,789 58,331 249,120
Advisory 300,000 - 300,000
490,789 58,331 549,120
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The Scheme is a registered pension scheme under Chapter 2 of Part 4 of the Finance Act 2004 and is therefore

exempt from income tax and capital gains tax.

The Scheme's investments in pooled investment vehicles at the year-end comprised:

Equities
Bonds

LDI

Cash
Multi-Asset
Property
Hedge funds

Multi-Asset
Bonds
Equities
Cash

47,077,988 37,559,046
19,086,349 18,555,165
82,466,195 66,453,014
40,573,060 43,922,679
34,228,962 49,682,965
8,289,941 7,052,778
664,839 1,668,781
232,387,334 224,894,428
18,790,307 12,180,309
1,560,525 2,630,974
984,188 736,931
199,578 149,801
21,534,598 15,698,015

The Multi-Asset funds hold a variety of investments including equities, bonds, derivatives and commodities.

The Trustee holds assets invested separately from the main Defined Benefit Section investments to secure additional
benefits on a money purchase basis for those Defined Benefit Section members electing to pay Additional Voluntary
Contributions. Members participating in this arrangement each receive an annual statement made up to the
Scheme year end confirming the amounts held to their account and the movements in the year. The aggregate

amounts of AVC investments are as follows:

Prudential Assurance Company Ltd - with-profits insurance policy

www.barnett-waddingham.co.uk
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901,852

976,786
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The fair value of financial instruments has been estimated using the following fair value hierarchy:

Level 1: The unadjusted quoted price in an active market for identical assets or liabilities that the entity

can access at the measurement date.

Level 2: Inputs other than quoted prices included within Level 1 that are observable (i.e. developed using
market data) for the asset or liability, either directly or indirectly.

Level 3: Inputs are unobservable (i.e. for which market data is unavailable) for the asset or liability.

The Scheme’s investment assets have been fair valued using the above hierarchy levels as follows:

Pooled investment vehicles
AVC investments
Cash in transit

Pooled investment vehicles

Pooled investment vehicles

AVC investments
Cash in transit

Pooled investment vehicles
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40,573,060 181,441,181 10,373,093 232,387,334
S S 901,852 901,852
17,005 = - 17,005
40,590,065 181,441,181 11,274,945 233,306,191
955 21,534,598 = 21,535,553
40,591,020 202,975,779 11,274,945 254,841,744
43,922,679 172,599,432 8,372,317 224,894,428
= = 976,786 976,786
9,828,938 - = 9,828,938
53,751,617 172,599,432 9,349,103 235,700,152
= 15,698,015 S 15,698,015
53,751,617 188,297,447 9,349,103 251,398,167
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FRS 102 requires the disclosure of information in relation to certain investment risks. These risks are set out by FRS
102 as follows:

Credit risk: this is the risk that one party to a financial instrument will cause a financial loss for the other party by
failing to discharge an obligation.

Market risk: this comprises currency risk, interest rate risk and other price risk.

e Currency risk: this is the risk that the fair value or future cash flows of a financial asset will fluctuate because
of changes in foreign exchange rates.

e Interest rate risk: this is the risk that the fair value or future cash flows of a financial asset will fluctuate
because of changes in market interest rates.

e Other price risk: this is the risk that the fair value or future cash flows of a financial asset will fluctuate
because of changes in market prices (other than those arising from interest rate risk or currency risk),
whether those changes are caused by factors specific to the individual financial instrument or its issuer, or
factors affecting all similar financial instruments traded in the market.

The Scheme has exposure to these risks because of the investments it makes to implement its investment strategy.
The Trustee manages investment risks, including credit risk and market risk, within agreed risk limits which are set
taking into account the Scheme’s strategic investment objectives.

The Trustee's risk management policy is documented in the Statement of Investment Principles. These investment
objectives and risk limits are implemented through the agreements in place with the Scheme’s DCIO and monitored
by the Trustee through its reviews of the investment portfolio.

Further information on the Trustee’s approach to risk management and the Scheme’s exposures to credit and
market risks are set out below.

The Scheme is subject to credit risk in three ways:

1. By investing in pooled investment vehicles, the Scheme is directly exposed to credit risk in relation to
units (or equivalent) held in the pooled investment vehicles

2. The Scheme is also indirectly exposed to credit risks arising on the financial instruments held by the
pooled investment vehicles, such as bonds and swaps.

3. By holding cash balances in a bank account.

Direct credit risk arising from pooled investment vehicles is mitigated by the underlying assets of the pooled
arrangements being ring-fenced from the pooled manager, the regulatory environments in which the pooled
managers operate, and diversification of investments amongst a number of pooled arrangements.

A summary of the legal structure of the pooled investment vehicles held by the Scheme is shown below:

Alternative Investment Fund Manager (AIFMD) 0.1
Open-ended investment company (OEIC) 103
Société d'investissement a Capital Variable (SICAV) 6.5
Irish Collective Asset-management Vehicle (ICAV) 87.6
Qualifying Investor Alternative Investment Fund (QIAIF) 24.0
Unit Linked Insurance Contracts 40.5
Investment Company with Variable Capital (ICVC) 6.9
Trust Company 0.0
Undertakings for the Collective Investment in Transferable 405
Securities (UCITs)

Common Contractual Funds (CCF) 16.0
Total 2324

www.barnett-waddingham.co.uk
RESTRICTED 34



THE UNIVERSITY OF WARWICK PENSION SCHEME ANNUAL REPORT FOR THE YEAR ENDED 31 MARCH 2021

Notes to the Financial Statements (Cont)

There are specific limits in the Fiduciary Management Agreement with Towers Watson Ltd on maximum allocations
to pooled vehicles:

- Amaximum of 25% of assets in any fund investing primarily in cash, investment grade bonds and
liability hedging instruments

- A maximum of 20% of assets in any other collective investment schemes.

As DCIO, Towers Watson Ltd carries out due diligence checks on the appointment of new pooled investment
managers and monitors incumbent managers on an ongoing basis, in particular where there are any changes to
the regulatory and operating environment of the pooled manager.

Credit risk arising on bonds within a pooled investment vehicle is mitigated by investing predominantly in
government bonds where the credit risk is minimal, or corporate bonds which are rated at least investment grade.
The Scheme also invests in non-investment grade bond pooled investment vehicles. This risk is managed by
restrictions set in underlying manager documentation which aims to diversify the portfolio to minimise the impact
of default by any one issuer.

Credit risk arising on derivatives depends on whether the derivative is exchange traded or over the counter (OTC).
The Scheme holds pooled investment vehicles that invest in government bonds, OTC derivative contracts (e.g.
Repurchase agreements, Interest rate swaps, inflation swaps and options contracts) and cash. These funds fulfil a
specific purpose in the Scheme's investment strategy, which is either to match the characteristics of the Scheme’s
liabilities (Liability Driven Investments) or provide the Scheme with protection in a downside market event
(Downside Risk Hedging). These investments are also discussed under interest rate risk.

OTC derivative contracts are not guaranteed by any regulated exchange and therefore the Scheme is subject to risk
of failure of the counterparty. The credit risk for OTC swaps is reduced by the manager ensuring there is sufficient
collateral arrangements in place and diversification of counterparties.

Cash is held within financial institutions which are at least investment grade credit rated.

The DCIO is not permitted to participate in any securities lending on behalf of the Scheme except where lending
takes place inside a pooled fund or through repurchase agreements as discussed above.

A summary of the investments subject to direct credit risk is shown in the table below:

Pooled investment vehicles - 109.9 109.9
Pooled investment vehicles - 82.0 82.0
Cash 40.6 - 40.6

40.6 191.9 2325

A summary of the investments subject to indirect credit risk is shown in the table below:

Pooled investment vehicles 5.1 20.7 25.7
Pooled investment vehicles 82.0 - 82.0
Cash 40.6 - 40.6

127.7 20.7 148.3
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The Scheme is subject to currency risk because some of the Scheme’s investments are held in overseas markets via
pooled investment vehicles. The Trustee limits overseas currency exposure by imposing a minimum allocation to
Sterling of 50% within the Fiduciary Management Agreement.

The Scheme is subject to interest rate risk through its credit holdings, the Downside Risk Hedging and on the
Liability Driven Investments (LDI) which comprises government bonds, cash, interest rate swaps, inflation swaps and
repurchase agreements held in pooled vehicles. The purpose of the Scheme’s LDI investments is to match the
interest rate (and inflation) sensitivity of the Scheme’s liabilities. Therefore when considering the Scheme’s liabilities,
these investments are risk reducing.

As at 31 March 2021, the capital allocated to the liability matching portfolio represented ¢.35% of the total
investment portfolio based on the fair value of the investments.

Other price risk arises principally in relation to the Scheme'’s return seeking portfolio which includes indirect
investment in properties and other alternative investments via pooled vehicles. The Scheme manages this exposure
to other price risk by constructing a diverse portfolio of investments across various markets.

AN

Equities -
Credit v
Property -
Listed infrastructure -
Diversifying strategies -
Liability Driven Investments

(High quality bonds and cash v
equivalents)

Cash v v - - -

AN N N Y

AR NI N N
.

AN N

AN
]
«
]

The Trustee’s objective is to make available to members of the Scheme an appropriate range of investment options
designed to generate income and capital growth, which together with new contributions from members and their
Employer, will provide a retirement amount. The SIP outlines the investment objectives and strategy for the Defined
Contribution (DC) assets of the Scheme.

The investment funds offered to members are white label funds provided by the investment provider as follows:

e Equity
e Bonds
e Cash

s Multi-assets
The Trustee has an investment management agreement in place with investment providers that sets out guidelines
for the underlying investments held by the funds. The day to day management of the funds is the responsibility of
the investment provider, including the direct management of credit and market risks. The investment provider may
then itself delegate that responsibility to other providers. The Trustee monitors the underlying risks by quarterly
investment reviews of the investment provider.

The DC Section is exposed to credit risk through its holding in units of the funds provided by Zurich Assurance
Limited. The investment provider is regulated by the Financial Conduct Authority and maintains separate funds for
its policy holders. The Trustee monitors the credit worthiness of the investment provider from time to time. The
investment providers invest all the Scheme’s funds in its own investment unit linked funds. In the event of default
by the investment provider the Scheme is protected by the Financial Services Compensation Scheme. The DC
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section is also subject to indirect credit and market risk arising from the underlying investments held in the white
label funds. Member level risk exposures will be dependent on the funds invested in by members. At the Scheme
year-end, bond and cash funds were exposed to underlying credit risk. The Trustee only invests in funds where the
financial instruments and all counterparties are at least investment grade.

The Scheme's DC Section is subject to indirect interest rate and other price risk arising from the underlying financial
instruments held in the funds managed by the investment provider.

e The equity fund is exposed to other price risk.
e The bond fund is exposed to other price risk.
¢ The cash fund is exposed to other price risk.

¢ The multi asset fund is exposed to interest rate and other price risk.

The following investments each account for more than 5% of the Scheme's net assets at the year-end:

Insight Liquidity Fund

Towers Watson LDI Solutions Plus ICAV

Insight LDI Solutions Plus Long Fixed Fund
Insight LDI Solutions Plus Short Real Fund
GPDK Robeco Global Sustainable

Towers Watson Secure Income Fund

Towers Watson Diversifying Strategy Fund USD
Towers Watson Diversifying Strategy Fund GBP

Contributions due from employer in respect of:
Employers
Employees

Other debtors

Prepayments

Cash balances

www barnett-waddingham.co.uk
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38,858,527 151 38,095,000 15.1
35,934,819 140 7,977,251 32
23,577,996 9.2 42,093,321  16.7
19,365,767 7.6 15,028,038 59
17,440,543 6.8 15,466,936 6.1
15,997,123 6.2 16,111,023 6.4
12,090,834 47 17,662,060 7.0
11,877,549 4.6 24,138,655 9.6
274,167 170,436 444,603
37,704 136,895 174,599
8,581 S 8,581
6,542 S 6,542
1,241,769 15,713 1,257,482
1,568,763 323,044 1,891,807
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Contributions due from employer in respect of:

Employers 274,522 197,866 472,388
Employees 41,613 110,659 152,272
Other debtors 8,581 - 8,581
Due from DC Section 7,564 - 7,564
Cash balances 973,868 30,986 1,004,854
1,306,148 339,511 1,645,659

Contributions due to the Scheme at the year-end have been paid subsequent to the year-end in accordance with

the Schedule of Contributions.

Included in the DC Section bank balance is £1,851 (2020: £26,291) which is not allocated to members.

Unpaid benefits (53,554) (13,862) (67,416)
Accrued expenses (90,309) (13,200) (103,509)
Other creditors (22) - (22)

(143,885) (27,062) (170,947)
Unpaid benefits (121,482) (4,696) (126,178)
Accrued expenses (143,796) (19,287) (163,083)
Other creditors (5,123) - (5,123)

(270,401) (23,983) (294,384)

The Scheme has received contributions in respect of Trustee Directors (Quentin Compton-Bishop & Jennifer Davies)
who are contributing Members of the Scheme. These transactions are made in accordance with the Scheme Rules.

Transactions with related parties of the Scheme have been disclosed in the Annual Report as follows:
e  Contributions receivable from the Employer are disclosed in note 5.

e The Scheme is administered by the Employer's HR department and the fees payable are included in note
10 under Administration expenses.

There were no direct employer-related investments at the year-end.

Contributions are normally received by the Trustee in the subsequent month to that in which they are due. Under
the accruals basis of accounting, these contributions are therefore shown as outstanding. However, as the
contributions were received in line with the Schedule of Contributions after the year end, they do not become
employer-related investments.

www.barnett-waddingham.co.uk
RESTRICTED 38



THE UNIVERSITY OF WARWICK PENSION SCHEME ANNUAL REPORT FOR THE YEAR ENDED 31 MARCH 2021

Notes to the Financial Statements (Cont)

As explained on page 7 in the Trustee’s Report, on 26 October 2018, the High Court handed down a judgement
involving the Lloyds Banking Group’s defined benefit pension schemes. The judgement concluded the schemes
should be amended to equalise pension benefits for men and women in relation to guaranteed minimum pension
benefits. The issues determined by the judgement arise in relation to many other defined benefit pension schemes.

The Trustee of the Scheme is aware that the issue will affect the Scheme and will be considering this at a future
meeting and decisions will be made as to the next steps. Under the ruling schemes are required to backdate benefit
adjustments in relation to GMP equalisation and provide interest on the backdated amounts. Based on an initial
assessment of the likely backdated amounts and related interest the Trustee does not expect these to be material
to the financial statements and therefore have not included a liability in respect of these matters in these financial
statements. They will be accounted for in the year they are determined.

On 20 November 2020, the High Court handed down a further judgment on the GMP equalisation case in relation
to the Lloyds banking group pension schemes. This follows from the original judgment in October 2018 which
confirmed that schemes need to equalise pensions for the effect of unequal GMPs between males and females. This
latest judgment confirms that Defined Benefit schemes which provide GMPs need to revisit and where necessary
top up historic Cash Equivalent Transfer Values that were calculated based on unequalised benefits. The issues
determined by the judgment arise in relation to many other defined benefit pension schemes. The Scheme has
experienced historical transfers out which will be subject to adjustment as a result of this second ruling. The Trustee
will be considering this at a future meeting and decisions will be made as to the next steps. Any adjustments
necessary will be recognised in the financial statements in future years. At the date of signing these accounts, it is
not possible to estimate the value of any such adjustments at this time.

The Trustee has formed a Data and GMP sub-committee and held meetings with its advisers to consider this further
but given the complexity of the topic it is still reviewing the data and options available. A Project Manager has been
appointed to provide assistance to the Trustee.

There has been significant volatility in markets as a result of the Coronavirus (COVID-19) pandemic. The Trustee
considers the outbreak to be a non-adjusting post net asset statement event and as the situation is fluid and
unpredictable, an estimate of the precise financial effect is not possible at the date of issue of the financial
statements. The Trustee is monitoring the situation closely and liaising regularly with its investment adviser to
consider any necessary actions to respond to the emerging issues. The Trustee believes the Scheme's investment
strategy is already significantly de-risked and does not expect there to have been a material change to the Scheme’s
funding position as a result of COVID-19. The funding level of the Scheme is kept under review by the Scheme's
investment advisers and Scheme Actuary.
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Actuarial Certification of Schedule of Contributions

Hame of Scheme The University of Warwick Pension Scheme

Sffactive date of valuation A1 March 2019

Adequacy of rates of contributions

{ haray certify that, in my opinion, the rases of contrbutens sihown in this Schedule of Contribwions are
such T3t the Statwory ~undng Chkiectve could have been swpecied on 21 March 2018 10 ke met by the
end of the paricd soecified in the reovery plan cated & June 2030

Adherence to Statement of Funding Principles

{ heraioy zetify that, in my opinian, e Scheduie of Sonwibotions dated & June 2020 s consistent with the
Btatemenrt of Furging Frirciplez dated £ June 2020,

Tha certifcatizr of the adequacy of the rates of cortrbutions for the purpass of securing that the

Stanatory Funding Obiective 2an be expenied 0 be met is not a cenificstion of thelr adaquasy for the

SUTEOsS oF senuring the Scheme's liabilties oy the purchaze of annuitiss. if the Scheme were wound up.

Lloyd Cleaver The Colmore Building
Fellow of the institute and Faculty of Actuaries 20 Colmore Circus Queensway
Towers Watson Limited, a Willis Towers Watson company Birmingham

B4 6AT
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Schedule of Contributions

Schedule of Cantributions

Yama of Seheme The University of Warwick Pension Schems

Act Z00s JFS Fension Trustes Lim
repared the t:‘-« f; 'h—:-» Usiversing of Wanwichk Per
Schame e Sohame Actuary. T
cizoussed ano ag ==-j 'I' s Soheduls of Coptributions wdts the University “f Yeanwic
SatCipIing amplayers wE 7 a3z ‘the Lnversityn

T HOCOMC 30 zl‘

Contributions to be paid towards the Scheme from 1 June 2020 to 31 March 2027
Member Contributions — DB Secticn

Crthar than voluntaryg eontrioutions, coniroutions o :
Sensionable Ezrmings, are payalble owsros e Lm'- EME can o=k sotive members

University Contributions — BB Secticn

gn—ex. mat Sveral '1'-1 & somiwrisutions o E3.2Em per snoum e
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con ‘t.J donE.
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pis f B EEr SNNUTL

f3t rats contrioution F ur
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SETANOWT, Sxpe
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Member and University Contributicas — Heritage 0T Secticn
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&, £ AR

i

Tne lews! of Lntvarsity comtricubans will gapend o tne rax
CROSSESs T £y 38 527 out 7 the tab e oelow
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I (3

2% 2%

% 2%
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WMember and University Contributicns — Enterprise DC Section

Actv

in

members o7 the Emterzrize DC Section mus: contibute atthe rae of £% of Qualifying Esmings.
Tne level of Laiversity costibutions will b2 2% of Juslifing Zamings.

=~ adaticn o the Compuisory Contributons set out above, a mamber may. with the Trusise's sgreement
zlso pay AWCs. Trere are no dniversity matching comtributions in respect of any AVIs oaid.

Reserve Bccount

Tha Trustes mairtaing 3 Feserve Account which, subjast o adequacy, is avaiabis o be sppiad at the
directior of the Frincipal Expioyer. The valus of the Reserve Acoount snall never be less tham zere. Atthiz
sona in fre with the Letter of Diresticn datac | Tecemiber 2007, the Prinsipal Emoloyer directs that the
[ezeve Accoun: be usad to meet DC Section exgenzas ncwding the provisan of fe assuranes and
‘noapacity benefits.

= line with the Leter of Directon dated 7 Decembsar 2017, contributans o the Resarve Acoountin respect
of the dertage DC Secion were st to nil wih =ffect from 1 January 2018, with an annual review by
dnvsarsity mansgerent to 52t aporopnate future sortibotion levels.

inline with the Leter of Direction dated 1 Decembear 2017, contrizudions to the Feserve Accountin respac:
of the Snterarise DC Saoion were st tz 0.6% of Pensionable Earnings «ith effect o 7 January 2013
with 30 annual review by Jdniversity mansgement 1o 387 appropriate future comrbotion levels,

Faying contributions

Al corttibutions set out within this schedule are payabie manthly and are to be anade on or sefore the
tEt o7 the month i medxat!-:b; folzwing the month t2 which they relsts.

Sarmemizers of any saction paricipating in Pensions 3alary Sacrifice, the mamizer's contizutons will be
oad by way o salary szcrifice in zccorcance with the tgrms of Penzicn E-a!ary Gacrifice. The tows!
Jnersity eontribution rate for these members will be the sum ofthe merbers spplicakie cortiauten rate
and the respacyws Upiversity contmbution rate.
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Administraticn expenses

Adewtistration espenses are et fa the Soheme 2 assats. The Techriosl Provisiors 3
cates noiuds a0 allowanse for the svperses bome by the So

w0
|-
A
[
=
o
- £
= ¢
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Section 1: Introduction and summary

This document is the Defined Benefit (‘DB”) Annual Implementation Statement (“the Statement”),
prepared by the Trustee of The University of Warwick Pension Scheme (the “Scheme”), corresponding
to the Scheme’s DB Statement of Investment Principles (“SIP”), and covering the year from 1 April 2020
to 31 March 2021 (“the Scheme Year”).

The purpose of this Statement is to:

o Detail any reviews of the SIP the Trustee undertook over the Scheme Year, including the reasons
for any changes made to the SIP over the year — see Section 2.

e Set out the extent to which, in the opinion of the Trustee, the Scheme’s SIP was followed during
the Scheme Year — see Section 3. In summary, the Trustee considers that all the SIP policies
and principles were adhered to during the year.

s Describe the voting behaviour by, or on behalf of, the Trustee over the Scheme Year — see Section
4,

A copy of this Statement will be made available on the following website.

The Scheme makes use of a wide range of investments; therefore, the principles and policies in the
SIP are intended to be applied in aggregate and proportionately, focussing on areas of maximum
impact.

To ensure that investment policies set out in the SIP are taken by persons or organisations with the
skills, information and resources necessary to take them effectively, the Trustee delegates some
responsibilities to the Investment Sub Committee (“ISC”) and the Delegated Chief Investment Officer
(“DCIO"). These responsibilities are set out in more detail in the SIP, but are mainly:

o ISC: Assisting the Trustee in developing an appropriate overall investment strategy (return target
and risk budget) and the ongoing monitoring of the investment strategy and the activity and
performance of the DCIO.

e DCIO: The Trustee has appointed a DCIO, Towers Watson Limited, {o manage the Scheme’s
assets. The Trustee has set the DCIO specific objectives and parameters within a bespoke
Fiduciary Management Agreement, including the Scheme’s investment objectives and asset
allocation limits. The Trustee believes in diversification and the Scheme’s portfolio is built using a
diverse range of return-seeking assets and a dedicated allocation to liability driven investments
which seek to match the sensitivity of the Scheme’s liabilities to inflation and interest rates. The
DCIO is responsible for implementing the Trustee’s agreed investment strategy, determining the
asset allocation, selecting and de-selecting investment managers and reflecting Sustainable
Investment (“SI”) considerations throughout the investment process. The DCIO considers the
policies and principles set out in the Trustee’s SIP in addition to the specific Fiduciary Management
investment guidelines set by the Trustee.
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Section 2: SIP reviews/changes over the
year

The version of the SIP in place at the start of the Scheme Year was dated March 2020.

The SIP was updated once during the Scheme year, as at September 2020, in relation to new

Department for Work and Pensions (DWP) regulations coming into force from 1 October 2020 which
requires trustees to set out their policy in relation to their arrangements with asset managers including:

how the arrangement with the asset manager incentivises the asset manager to align its investment
strategy and decisions with the trustees’ policies;

how that arrangement incentivises the asset manager to make decisions based on assessments
about medium to long-term financial and non-financial performance of an issuer of debt or equity
and to engage with issuers of debt or equity in order to improve their performance in the medium
to long-term;

how the method (and time horizon) of the evaluation of the asset manager’s performance and the
remuneration for asset management services are in line with the trustees’ policies;

how the trustees monitor portfolio turnover costs incurred by the asset manager, and how they

define and monitor targeted portfolio turnover or turnover range; and

e the duration of the arrangement with the asset manager.

For the purpose of assessing how the Scheme’s SIP has been followed, the remainder of this statement

specifically focuses on the SIP agreed in September 2020.
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Section 3: Adherence to the SIP

Below sets out the actions the Trustee has taken over the Scheme Year to adhere to the policies in the
SIP and the ongoing monitoring of the policies in the SIP.

Section 1: Introduction

This section provides the relevant introductory and background comments rather than setting out any
policies.

Section 2: Division of responsibilities

This section primarily sets out the investment governance structure and responsibilities of the key
parties in relation to the investment strategy and ongoing management of the Scheme’s investments.
Over the Scheme Year the Trustee:

e Held 3 1SC meetings - the topics covered include:
o Review of the investment strategy in conjunction with the 2019 actuarial valuation results
o Monitoring of Scheme performance and exposure to COVID related risks
o Assessment of the combined services provided by the DCIO and Scheme Actuary
o In depth sustainable investment review

e Held 4 Trustee meetings and received updates from the DCIO and Scheme Actuary on the
investment performance, progression of the Scheme’s funding position and the outcomes from the
ISC meetings.

e Received training on the following topics:

Sustainable investment

New SIP regulations

Integrated Risk Management (IRM) frameworks and implementation
The Pensions Regulator annual DB funding statement

Consultation on the revised DB funding code of practice

GMP equalisation

O 0 O 0 0 OO0

¢ Reviewed the objectives it had set the DCIO and concluded they remained appropriate.

¢ Evaluated the performance of the DCIO against the objectives set and its broader performance as
DCIO and concluded that it had met all of the objectives and had performed to a satisfactory
standard.

The DCIO monitored the Scheme’s underlying investment managers and Global Custodian and
Performance Measurer on an ongoing basis.

Section 3: Long-term objectives and investment strategy

Over the Scheme Year, the Trustee carried out a number of activities including those set out below.
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Investment strategy review and actuarial valuation

Following the 2019 March triennial actuarial valuation, the Trustee reviewed the investment strategy in
early 2020. The ISC had agreed in principle to a new Journey Plan including a reduced return target of
gilts+1.5% pa, subject to the Trustee ratifying the decision. However, in March 2020 after quick and
severe market falls from the economic shutdown due to COVID-19, the Scheme’s funding position had
worsened. As such, the Trustee agreed to adopt a new Journey Plan based on continuing to target a
return level of gilts+1.8% pa for the time being. Subsequently the market rebounded, and in May 2020
the Scheme was able to de-risk to the gilts+1.5% pa target and adopt the originally intended Journey
Plan.

The Trustee also adopted a revised Dynamic Risk Management Framework whereby the Scheme's
funding position is monitored relative to agreed upside and downside triggers which are used to indicate
if the Scheme is sufficiently ahead of or behind the Journey Plan to warrant reviewing or changing the
Scheme’s investment strategy.

The Trustee’s investment strategy seeks to outperform a benchmark based on a projection of the
Scheme’s liability cashflows. The liability benchmark is updated following each actuarial valuation, and
when there is any significant change to the structure of the Scheme’s liabilities. The benchmark was
updated in May 2020.

Ongoing monftonng of the Scheme's investment strategy and asset allocation

e Onaquarterly basis, the Trustee reviewed the Scheme’s portfolio and performance of the DCIO
via quarterly investment reports and updates from the DCIO covering:

o Commentary on performance and portfolio changes
o Performance of the underlying assets

o Funding position of the Scheme

o Risk and return statistics of the portfolio

o Asset allocation

o The DCIO’s adherence with the investment guidelines set by the Trustee (No breaches
were reported during the year).

e The DCIO monitored and reported on the Scheme’s investments and managers on a regular
basis to ensure that the investment strategy remained consistent with the Scheme'’s objectives.

¢ The DCIO monitored and reported on manager performance relative to an appropriate market
benchmark where one was available or an appropriate return objective where a market
benchmark was not available. In addition, the DCIO assessed the performance of the Scheme’s
investment managers relative to peers and in the context of the prevailing market environment.

¢ On a daily basis, using its proprietary software, Asset Liability Suite, the DCIO tracked an
estimate of the Scheme’s funding level relative to the Journey Plan and upside and downside
triggers. No triggers were hit during the Scheme Year.

* The Trustee believes in diversification and the Scheme’s portfolio is built using a diverse range
of return-seeking assets and a dedicated allocation to liability driven investments which seek to
match the sensitivity of the Scheme’s liabilities to inflation and interest rates. Throughout the
year, implementation of this strategy was delegated to the DCIO who managed the balance of
these investments.

* The DCIO acted within guidelines set by the Trustee including asset allocation, manager and
geographical diversification, and foreign currency exposure. The guidelines were updated in
June 2020 following the agreed de-risk.
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Section 4: Other investment policies

As set out above, the Trustee has delegated responsibility to the DCIO (within agreed investment
guidelines and in accordance with the Trustee’s SIP) to implement the Trustee’s agreed investment
strategy, including making certain decisions about investments in compliance with Sections 34 and 36
of the Pensions Act 1995. As such the DCIO is also responsible for:

o Choosing investments — including the selection and deselection of investments, and the ongoing
management of relationships with asset managers.

° Sustainable and responsible investment — i.e. how Environmental, Social and Governance
(*ESG") factors are allowed for in the portfolio in terms of both capital allocation and stewardship.

o Managing portfolio liquidity relative to the Scheme’s requirements.

Choosing investments

o The DCIO considered past performance as one of several inputs into the assessment of an

investment manager, which relies predominantly on research views based on a range of
qualitative and quantitative factors, including the consideration of SI/ESG factors as outlined
below. Whilst there were some changes to the underlying investment managers, no managers
were terminated based on short term performance alone. Consistent with the Scheme’s long
investment time horizon, the Trustee seeks to be a long-term investor and the DCIO has
appointed managers (in the majority of cases) with the expectation of a long-term relationship.
This in turn allows investment managers to take a longer-term approach to investing, including
engagement with issuers of debt and equity, with a view to improving investment outcomes over
the long term.

o As part of its manager selection and ongoing oversight processes, the DCIO considers the level
of fees and the type of fee structures used by each manager (including a consideration of the
alignment of interests created by certain fee structures). The DCIO considers a number of factors
including the asset class / investment strategy, the way in which the strategy is implemented (e.g.
active management or passive benchmark tracking), and fee benchmarking relative to peers.
The majority of the Scheme’s investment managers were paid an ad valorem fee, in line with
normal market practice, for a given scope of services which includes consideration of long-term
factors and engagement. The exceptions to this were in Secure Income Assets (SIAs) where
some of the underlying managers’ remuneration was partly based on performance over an
appropriate time horizon. The use of performance fees for these types of investments (where
manager skill is a key driver of expected returns) is quite common. The Trustee and DCIO
recognise the incentives created by such fee structures and are comfortable with them given the
highly active nature of these individua! strategies, and in the context of the Scheme’s wider
investment portfolio where the aggregate use of these fee structures is limited.

o During the Scheme Year, the DCIO reviewed and reported to the Trustee on the total fees and
costs incurred by the Scheme through its investments. As part of its review and reporting on the
Scheme’s costs, the DCIO also reported to the Trustee on the costs associated with portfolio
turnover. The Trustee and DCIO were comfortable that portfolio costs, including those associated
with turnover, were consistent with expectations relative to the underlying investments.

o The DCIO’s process for selecting, monitoring and de-selecting managers explicitly and formally
includes an assessment of a manager's approach to Sl (recognising that the degree to which
these factors are relevant to any given strategy is a function of time horizon, investment style,
philosophy and exposures). Where ESG factors are considered to be particularly influential to
outcomes, the DCIO engages with investment managers to improve their processes. Some
examples of the impact these policies have had on the portfolio are disclosed in the next section.
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Respornsible investing, stewardship and sustainability

In January 2021, the ISC carried out a detailed review of the DCIO’s approach to Environmental,
Social and Governance ("ESG”) issues and how these are being incorporated by the DCIO into
the portfolio. The review included

o Areview of the Trustee’s current Sl policy to ensure it remains appropriate
o The importance of sustainable investing and integrating ESG factors
o A review of the use of EOS at Federated Hermes (‘EOS”) to provide public policy
engagement services
o How the DCIO integrates sustainability and ESG into its ongoing process, including
manager selection and research, portfolio construction and asset research
o An assessment of the underlying investment managers and how sustainability and ESG
factors are applied in the process for the managing of the assets. All of the Scheme'’s
applicable mandates were rated either positive or neutral by the DCIO on ESG and
engagement metrics
o Specific portfolio examples that have a focus on ESG, including:
= Equity assets that will over/underweight companies that are leaders/laggards
respectively from an ESG perspective
= Screening and discretionary ESG layers to the Scheme’s Chinese equity mandate
* Agreenhouse co-investment that utilises waste heat from sewage treatment
= Social infrastructure assets benefitting local societies
* An explicit ESG factor in the Scheme’s equity market neutral long-short equity
strategy
o A preview of the next evolution of Sl reporting that the DCIO is preparing to go live later in
the year, which will aid the Trustee in evaluating the portfolio’s Sl related risks, including
climate-related risks in line with the recommendations of the Taskforce of Climate-related
Financial Disclosures.
The in-depth review helped the ISC identify areas within SI and the investment approach taken
by the DCIO to explore in more detail at a subsequent meeting which took place after the Scheme
Year end. The follow up meeting explored the implications of the DCIO’s SI policies on the
portfolio and how Sl considerations are taken into account when investing in certain geographies.
The ISC concluded that the DCIO's policies and approach were aligned with the Trustee’s, and
that this should be monitored on an ongoing basis to ensure continued alignment.

Over the Scheme Year the Trustee did not make any investment decisions based on non-
financial matters.

The Trustee expects that the annual communication to members regarding ESG and stewardship
will be addressed in the annual implementation statement, with this document representing the
first of this kind. This document is a statutory report and will be produced and published on an
annual basis alongside the Scheme’s Annual Reports and Accounts.

Liquidity and realisation of investments

As part of the investment guidelines, the Trustee has also set liquidity limits that the DCIO must
adhere to. The Trustee has a policy to ensure that the Scheme’s cashflow requirements can be
readily met without disrupting its investments.

Throughout the Scheme Year, the DCIO regularly monitored the level of cash in the Scheme,
and cashflows into/out of the Scheme to ensure that there were sufficient assets in readily
realisable investments to meet the Scheme’s requirements without disrupting its investments.
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o The Trustee monitored the liquidity of the Scheme’s portfolio and cashflows into and out of the
Scheme on a quarterly basis.

° The DCIO can make adjustments to the Scheme’s allocation to cash when necessary within
guidelines set by the Trustee.

Section 5: Risk management

Rather than setting out any policies, this section provides an overview of the broad range of risks
recoghised by the Trustee, risks which could ultimately lead to the Scheme accumulating insufficient
assets to finance members benefits.

The Trustee has put in place an Integrated Risk Management Framework which seeks to identify,
manage and monitor risks which could negatively impact the Scheme’s ability to meet its funding
objectives. This framework incorporates funding, covenant and investment factors and is ultimately
used to help inform the Scheme’s investment strategy. In relation to investment factors, the Trustee has
identified a number of risks which it seeks to manage and monitor, in conjunction with the DCIO.
Solvency and mismatch risk, investment manager risk, liquidity risk, and interest rate and inflation risks
have been discussed above in the relevant sections on investment strategy and investment managers.
The DCIO reported to the Trustee on each of these risks in quarterly meeting papers which were
discussed at the Trustee's quarterly meetings.

The Trustee received an integrated investment and actuarial funding update on a quarterly basis at the
Trustee meetings. It also received regular updates from the Sponsor to assess the level of ability and
willingness of the Sponsor to support the continuation of contributions to the Scheme. The Sponsor
covenant was also assessed as part of the actuarial valuation.

Currency risk was managed through the use of currency hedged share classes for relevant foreign
currency denominated investments by the DCIO, managing the overall foreign currency exposure in
line with the investment guidelines set by the Trustee. Throughout the year, the DCIO left a small
proportion of the Scheme’s foreign currency exposure unhedged for reasons of diversification and
return generation. The DCIO monitored the Scheme’s unhedged exposures on a regular basis and
reported this to the Trustee as part of its quarterly meeting papers.

The Scheme’s custodial risk from the custodian becoming insolvent was addressed by investing in a
diversified range of reputable pooled funds which have been researched from an Operational Due
Diligence perspective and where the Scheme’s assets are held by separate custodians appointed by
the managers. In addition, any uninvested cash was swept into a pooled cash fund at the custodian
where the assets are held off the custodian’s balance sheet. in addition, the DCIO’s specialist research
team reviews the custodian on a regular basis.

Political risk arising from political regimes and actions, particularly in less established/ more opaque
markets, was managed throughout the year by maintaining a well-diversified portfolio by geography and
managed within geographical constraints specified in the investment guidelines. The DCIO considers
political risk when determining whether to allocate capital to an investment and also in determining the
relative sizing of an investment, as was the case when determining the allocation route and sizing made
to Chinese equities in the portfolio.
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Section 4: Voting and engagement

The Trustee has delegated the day to day ESG integration and stewardship activities (including voting
and engagement) to its investment managers. The Trustee has not set any specific guidelines around
manager voting.

The Scheme is invested across a diverse range of asset classes which carry different ownership rights,
for example fixed income whereby these holdings do not have voting rights attached. Therefore, voting
information was requested from the Scheme’s equity and listed real assets managers (as here there is
a right to vote as an ultimate owner of a stock) across the following five pooled funds:

s Adaptive capped ESG equity (LGIM)
e Multi-Factor equity (LGIM)

o Listed global prime property (LGIM)
e Listed infrastructure (LGIM)

¢ China A shares equity (FSSA)

Legal & General Investment Management (“LGIM”)

The DCIO’s view is that LGIM continues to demonstrate good / leading practice vs. peers, in particular
in their willingness to take visible stances on topics they believe are important. This is supported by an
effective approach to conflict management, high transparency, and effective communications. The
DCIO continues to engage with LGIM on the level of stewardship team resourcing, in particular given
breadth / depth of coverage and rapid growth in AUM, as well as pushing for better / more effective
fixed income engagement.

LGIM's Investment Stewardship team uses 1SS’s ‘ProxyExchange’ electronic voting platform to
electronically vote clients’ shares. All voting decisions are made by LGIM and LGIM do not outsource
any part of the strategic decisions. LGIM’s use of ISS recommendations is purely to augment their own
research and proprietary ESG assessment tools. The LGIM Investment Stewardship team also uses
the research reports of Institutional Voting Information Services (IVIS) to supplement the research
reports that they receive from ISS for UK companies when making specific voting decisions

To ensure LGIM’s proxy provider votes in accordance with their position on ESG, they have put in place
a custom voting policy with specific voting instructions. These instructions apply to all markets globally
and seek to uphold what the DCIO considers are minimum best practice standards which it believes all
companies globally should observe, irrespective of local regulation or practice.

LGIM retain the ability in all markets to override any vote decisions, which are based on their custom
voting policy. This may happen where engagement with a specific company has provided additional
information (for example from direct engagement, or explanation in the annual report) that allows LGIM
to apply a qualitative overlay to their voting judgement. LGIM have strict monitoring controls to ensure
votes are fully and effectively executed in accordance with LGIM’s voting policies by their service
provider. This includes a regular manual check of the votes input into the platform, and an electronic
alert service to inform LGIM of rejected votes which require further action.

FSSA Investment Managers (“FSSA”)

Corporate engagement and asset stewardship are a key part of the investment process for FSSA and
has been a key part of the investment process across all of its investment strategies. The investment
team’s long-term investment horizon, approach of investing in companies with strong governance
structures and history and
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experience of investing in local markets, supports that they are well-equipped to engage with company
management with a view to improving outcomes for minority shareholders. The DCIO views FSSA’s
approach to Sl as good.

FSSA uses Glass Lewis as its proxy advisor. The Head of each asset class or their authorised signatory
is responsible for ensuring that ali company resolutions are reviewed such that an appropriate and
consistent recommendation is made in line with the corporate governance guidelines and principles as
outlined in the Proxy Voting policy. Once the proxy voting intentions have been confirmed, they must
communicate the decision to the Company Engagement team in an agreed format by the pre-advised
cut-off. FSSA will only vote in the best interests of its investors.

Manager voting data

The Trustee understands the importance of carrying out periodic reviews of the voting information and
engagement policies of its investment managers to ensure they align with its own policies and
principles. The table below provides a summary of the voting activity for the Scheme’s holdings over
the year.

% of % of
Votable Votable votable % of votes % votes % of resolution
. . . with against votes s voted
meestmg Reso;utnon re:s::g:" manageme manageme abstaine contrary
. nt nt d to proxy
adviser
Adaptive
capped
ESG equity 3,523 40,566 100.0 81.5 17.9 0.6 11.1
(LGIM)
Multi-Factor
equity 2,577 30,447 100.0 81.9 17.7 0.4 113
(LGIM)
Listed
infrastructur 91 1,158 100.0 85.1 14.9 0.0 1.1
e (LGIM)
Listed
global prime 4 1223 100.0 84.1 15.7 0.2 106
property
(LGIM)
China A
:23[;5 108 956 100.0 99.0 1.0 0.0 13.0
(FSSA)
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Significant Votes

The tables below give a snapshot of significant votes for the year to 31 March 2021:

Company name

International Consolidated Airlines Group

Date of vote 07-Sep-20

Summary of the | Resolution 8: Approve Remuneration Report was proposed at the company’s annual shareholder meeting
resolution held on 7 September 2020.

How LGIM voted LGIM voted against the resolution.

Where you voted | LGIM publicly communicates its vote instructions in monthly regional vote reports on its website with the

against management,
did you communicate
your intent to the
company ahead of the
vote?

rationale for all votes against management. It is their policy not to engage with their investee companies in
the three weeks prior to an AGM as their engagement is not limited to shareholder meeting topics.

Rationale for the

voting decision

The COVID-19 crisis and its consequences on international transport have negatively impacted this airline
company's financial performance and business model. At the end of March 2020, LGIM addressed a private
letter to the company to state their support during the pandemic and also encouraged the board to
demonstrate restraint and discretion with its executive remuneration. As a result of the crisis, the company
took up support under various government schemes. The company also announced a 30% cut to its
workforce. On the capital allocation front, the company decided to withdraw its dividend for 2020 and sought
shareholder approval for a rights issue of €2.75 billion at its 2020 AGM in order to strengthen its balance
sheet. The remuneration report for the financial year to 31 December 2019 was also submitted to a
shareholder vote. LGIM were concerned about the level of bonus payments, which are 80% to 90% of their
salary for current executives and 100% of their salary for the departing CEO. LGIM noted that the executive
directors took a 20% reduction to their basic salary from 1 April 2020. However, whilst the bonuses were
determined at the end of February 2020 and paid in respect of the financial year end to December 2019,
LGIM would have expected the remuneration committee to exercise greater discretion in light of the financial
situation of the company, and also to reflect the stakeholder experience (employees and shareholders). Over
the past few years, LGIM have been closely engaging with the company, including on the topic of the
succession of the CEO and the board chair, who were long-tenured. This engagement took place privately
in meetings with the board chair and the senior independent director. This eventually led to a success, as the
appointment of a new CEO to replace the long-standing CEO was announced in January 2020. A new board
chair: an independent non-executive director, was also recently appointed by the board. He started his new
role in January 2021.

Outcome of the vote

Passed. 28.4% of shareholders opposed the remuneration report.

Implications of the
outcome e.g lessons

learned and likely
future stops in
response to the
outcome

LGIM will continue to engage closely with the renewed board.

The criteria by which
LGIM have assessed
this vote to be "most
significant”

LGIM considers this vote significant as it illustrates the importance for investors of monitoring investee
companies’ responses to the COVID crisis.
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Company name

Barclays

Date of vote

07-May-20

Summary of the
resolution

Resolution 29 Approve Barclays’ Commitment in Tackling Climate Change Resolution 30 Approve ShareAction
Requisitioned Resolution

How LGIM voted

LGIM voted for resolution 29, proposed by Barclays and for resolution 30, proposed by ShareAction.

Where you voted
against
management, did
you communicate
your intent to the
company ahead of
the vote?

LGIM publicly communicates its vote instructions in monthly regional vote reports on its website with the rationale
for all votes against management. It is their policy not to engage with their investee companies in the three
weeks prior to an AGM as their engagement is not limited to shareholder meeting topics.

Rationale for the
voting decision

The resolution proposed by Barclays sets out its long-term plans and has the backing of ShareAction and co-
filers. LGIM have said they are particularly grateful to the Investor Forum for the significant role it played in
coordinating this outcome.

Outcome of the
vote

Resolution 29 — Passed. Supported by 99.9% of shareholders
Resolution 30 — Did not pass. Supported by 23.9% of shareholders (source: Company website)

Implications of the

LGIM say their focus will now be to help Barclays on the detail of their plans and targets, more detail of which is

outcome e.g | to be published this year. LGIM plan to continue to work closely with the Barclays board and management team
lessons learned | in the development of their plans and will continue to liaise with ShareAction, Investor Forum, and other large
and likely future | investors, to ensure a consistency of messaging and to continue to drive positive change.

steps In response

to the outcome

The criteria by | LGIM noted significant client interest in LGIM's voting intentions and engagement activities in relation to the

which LGIM have
assessed this vote
to be "“most
significant”

2020 Barclays AGM and thank their clients for their patience and understanding while they undertook sensitive
discussions and negotiations in private. LGIM consider the outcome to be extremely positive for all parties:
Barclays, ShareAction and long-term asset owners such as their clients hence the request for executives’ post-
exit shareholding guidelines to be set.
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Company name Great Wall Motor

Date of vote 25-May-20

Summary of the | Amendments to Articles of Association
resolution

How FSSA voted FSSA voted against the resolution.

Where you voted
against
management, did
you communicate
your intent to the
company ahead of
the vote?

No

Rationale for the
voting decision

The shortened notice period as it was deemed shareholders would not be given enough time to consider items
before general meetings under the proposed notice period.

Outcome of the
vote

The vote was passed.

Implications of the
outcome e.g
lessons learned
and likely future
steps in response
to the outcome

FSSA are stringent in their voting of governance matters especially. Small matters count, and FSSA feel there
is always scope for their Chinese portfolio companies to become even better over time hence they will continue
to push on this front.

FSSA intend on communicating/engaging more with companies in future meetings on areas for improvement
and on items they have voted against at AGMs.

The criteria by
which FSSA have
assessed this vote
to be "most
significant”

FSSA noted this a significant vote as it was against management's recommendation.

Industry wide / public policy engagement

In addition to the above, the DCIO has partnered with EOS to undertake public policy engagement on
behalf of its clients (including the Trustee).

This public policy and market best practice engagement is done with legislators, regulators, industry
bodies and other standard-setters to shape capital markets and the environment in which companies
and their investors operate, a key element of which is risk related to climate change. The DCIO
represents client policies/sentiment to EOS via the Client Advisory Council, of which WTW are currently
the chair.

Engagement activities by EOS on public policy over the year included:

o 52 consultation responses or proactive equivalents (such as a letter), and 173 discussions held
with relevant regulators and stakeholders during 2020;

e Working closely with the Principles for Responsible Investment (‘PRI’), including leading the
engagement with Vale (a Brazilian mining company) on the tailings dam failure, and actively
involved in other groups, including cyber risk, water stress, cattle deforestation, palm ail,
plastics, cobalt and tax;

www.barnett-waddingham.co.uk
RESTRICTED 57



THE UNIVERSITY OF WARWICK PENSION SCHEME ANNUAL REPORT FOR THE YEAR ENDED 31 MARCH 2021

Implementation Statement (Cont)

Close collaboration with significant investor initiatives including Investors for Opioid &
Pharmaceutical Accountability, Investor Alliance for Human Rights, Plastics Solutions Investor
Alliance, 30% Club, and Investor Initiative on Mining & Tailings Safety.

The DCIO is also engaged in a number of industry wide initiatives and collaborative engagements
including:

Being a Tier 1 signatory of the 2012 UK Stewardship Code and submitting its first annual report
to the 2020 UK Stewardship Code;

Being a signatory of the Principles for Responsible Investment (PRI) and active member of their
Stewardship Advisory Committee;

Being a member of and contributor to the Institutional Investors Group on Climate Change
(IIGCC), Asian Investors Group on Climate Change (AIGCC), and Australasian Investors Group
on Climate Change (IGCC);

Founding the Coalition for Climate Resilient Investment (with the World Economic Forumj;
Co-founding the Investment Consultants Sustainability Working Group;

Continuing to lead collaboration through the Thinking Ahead Institute and Willis Research
Network.
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Section 1: Introduction

This Implementation Statement has been prepared by UPS Pension Trustee Limited (“the Trustee”) and
relates to the defined contribution (DC) section (“the DC Section”) of The University of Warwick Pension
Scheme (“the Scheme”). It covers the Scheme year 1 April 2020 to 31 March 2021 and provides
information on:

e Any reviews of the Scheme’s Statement of Investment Principles (“the SIP”) undertaken by the
Trustee and any changes made to the DC Section of the SIP over the Scheme year as a result of
such reviews.

e The extent to which, in the opinion of the Trustee, the DC Section of the Scheme’s SIP has been
followed during the year.

* A summary of the voting and engagement activity undertaken by the DC Section’s pooled fund
managers over the Scheme year.

A copy of this Implementation Statement will be made available on the following website:

https://warwick.ac.uk/services/humanresources/internal/rewardandbenefits/corebenefits/pension s/ups/

To ensure that decisions on implementing the investment policies set out in the SIP are taken by persons
or organisations with the skills, information and resources necessary to take them effectively, the Trustee
delegates certain responsibilities to the Investment Sub Committee (“ISC") and, in respect of the DC
Section, its bundled pension provider Scottish Widows.

These responsibilities are set out in more detail in the SIP, but are mainly:

ISC: assisting the Trustee with developing an appropriate investment strategy for the DC Section
and the ongoing monitoring of the investment strategy as well as the activity and performance
of Scottish Widows.

Scottish Widows: the DC Section’s Default Option is structured as a ‘governed’ investment
solution which is designed and implemented by Scottish Widows. Scottish Widows is responsible
for the appointment and removal of the underlying investment managers used through the
Default Option as well as the ongoing relationships with the investment managers.

Section 2: Review of, and changes to, the DC Section of the SIP

As at 1 April 2020, the version of the SIP in place was dated September 2019. There are two parts to the
SIP, one covering the defined benefit (DB) section and one covering the DC Section and this reflects the
operational differences between the two sections of the Scheme.

The DC Section of the SIP was reviewed once during the Scheme year and a revised version was agreed
by the Trustee in September 2020. The revisions included:

The Trustee's policies in relation to stewardship, including how it monitors investee companies
and the management of conflicts of interest.
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The Trustee's arrangements with its asset managers, including how the Trustee incentivises the
asset managers to align their investment decisions with the Trustee’s investment policies and
how the Trustee evaluates the performance of the asset managers

Section 3: Adherence to the SIP
In the Trustee’s opinion, the SIP has been followed over the Scheme year in the following ways:

The DC Section continues to offer a suitable Default Option for members. The ISC,
supported by the Trustee's professional advisers, completed a formal review of the Default
Option of the DC Section in May 2020. This considered the membership profile of the DC
Section and their potential needs and included an assessment of future planned changes being
made by Scottish Widows to the Default Option. These changes commenced in the fourth
quarter of 2020 and are due to be formally completed in the second half of 2021.

The review concluded that the Default Option remained suitable to meet the needs of the
average DC Section member and that overall Scottish Widows' planned changes were positive.
This assessment was discussed and agreed at the June 2020 Trustee meeting.

An appropriate range of self-select options is made available. As part of the May 2020
review noted above, the ISC also considered the wider range ‘lifestyle’ and self-select
investment options provided through the DC Section. These options are designed to provide
flexibility for members and allow them to tailor their investment choices to meet their needs.
The review concluded that the range remained appropriate, but that consideration should be
given to a future review of the self-select investment options once the changes to the Default
Option were completed.

Quarterly monitoring of the investment options did not identify any issues. The ISC,
supported by the Trustee’s professional advisers, monitor the performance of the DC Section’s
Default Option and wider range of investment funds each quarter. Any performance issues
identified are raised with the Trustee at the quarterly Trustee meetings.

As all funds provided through the DC Section are passively managed, these reviews consider
whether the range of investment options provided have performed in line with their stated
benchmarks. Scottish Widows provides quarterly investment performance reporting to support
the ISC and Trustee with this review. Over the Scheme year there were no instances where the
performance of the DC Section’s investment funds deviated significantly from the performance
of their stated benchmarks.

Work began on reviewing the investment managers’ policies on responsible investing,
stewardship and sustainability. The ISC, on behalf of the Trustee, completed an initial
assessment of the Environmental, Social and Governance (ESG) policies of Scottish Widows and
the DC Section’s pooled fund managers at the May 2019 and September 2019 ISC meetings.
As a result of this assessment, the ISC concluded that the policies of Scottish Widows and the
DC Section’s pooled fund managers were reasonable and were not out of line with the Trustee's
own policies described in the SIP. As such, and following subsequent discussions with the
Trustee, no immediate action was taken.

It was noted, however, that further work would be needed in this area as the policies and
practices of all parties (including the Trustee) continue to develop. As the bundled provider to
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the DC Section, the Trustee expects Scottish Widows to provide further information and
reporting on its ESG policies and practices as well as those of the DC Section’s investment
managers.

Scottish Widows' first report was published in April 2021 and was presented to the ISC at the
May 2021 meeting. As this falls outside of the reporting period covered by this Statement,
further information will be provided in next year's Statement.

Non-financial matters were not considered over the Scheme year. In line with the policies
outlined in the SIP, the Trustee did not make any allowance for non-financial matters and did
not receive or seek any member views for incorporation into its ESG policy over the Scheme

i%al

year.

o

Communicating ESG and stewardship with DC Section members. The Trustee expects that
the annual communication to members regarding ESG and stewardship will be addressed in the
annual Implementation Statement, with this document representing the first of this kind. This
document is a statutory report and will be produced on an annual basis alongside the Scheme's
Annual Reports and Accounts.

/. The costs and charges applied through the DC Section remain broadly competitive. The
Trustee completes an annual assessment of the charges (Total Expense Ratios) and transaction
costs levied by Scottish Widows, which are benchmarked by the Trustee’s professional advisers.
Such costs are reported to members in the Chairman’s Statement on DC governance, available
here:

https://warwick.ac.uk/services/humanresources/internal/rewardandbenefits/corebenefits/pens

ions/ups/

Based on external advice, the Trustee believes that the charges and transaction costs applied to
the DC Section’s range of investment options are broadly competitive, taking into account the
size of the arrangement and investment strategy of the DC Section.

Section 4: Voting and engagement

Over the Scheme year, the DC Section was invested in pooled investment vehicles managed by
BlackRock, Abran and Columbia Threadneedle. The voting and engagement entitlements in the
fundss lje with the managers.

The Trustee understands the importance of carrying out periodic reviews of the voting and
engagement information of its investment managers fo ensure they align with its own policles.
The Trustee, together with its professional advisers, requested such information from Scottish
Widows (as the bundled pension provider to the DC Section) for the period 1 April 2020 to 31
March 2021 and this was provided on 1 July 2021,

Having reviewed the above in accordance with their policies, the Trustee is comfortable that the
actions of the fund managers are broadly aligned with the DC Section’s stewardship policies.

Scoltish Widows is the bundled pension provider to the DC Section and is also responsible for
the design of the Default Option of the DC Section. Whilst Scottish Widows delegates the voting
and engagement activity connected with the Default Option to BlackRock as the underlying
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pooled investment manager, the Trustee is mindful of the need to consider Scottish Widows'’

stewardship activity.

Scottish Widows provides an annual report which gives detalls of its stewardship activity and
the first report was published in Apri/ 2021. A high level review of this report was completed by
the /SC in May 2021 and this therefore falls outside of the period covered by this Statement. The
Trustee will review this report annually to ensure Scottish Widows’ activity is aligned with its
own policies and report refevant information in future Staternents.

Voting activity

The table below provides information, sourced from Scottish Widows, relating tfo BlackRock's
voting activity for the pooled investment funds provided through the DC Section over the
Scheme year. Please note that where funds are not present in the table, data was not provided

by Scottish Widows.

Aquila Connect

Fund .
und name UK Equity Index
Structure Pooled
The pooled
fund structure
means that
Ability to there is limited

influence voting scope for the

behaviour of Trustee to

manager influence the
manager’s

voting

behaviour

Number of

company

meetings the 808

manager was

eligible to vote at

over the year

Number of

resolutions the

manager was 11,044

eligible to vote

on over the year

Percentage of

resolutions the 100%

manager voted

on
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Aquila Connect
World (Ex-UK)

Equity

Pooled

The pooled
fund structure
means that
there is limited
scope for the
Trustee to
influence the
manager’s
voting
behaviour

2,203

27,246

92.04%

Aquila Connect
Pacific Rim
Equity Fund

Pooled

The pooled
fund structure
means that
there is limited
scope for the
Trustee to
influence the
manager’s
voting
behaviour

448

3,150

99.62%

ACS Continental
European Equity
Fund

Pooled

The pooled
fund structure
means that
there is limited
scope for the
Trustee to
influence the
manager’s
voting
behaviour

546

9,326

76.79%

IShares
Emerging
Markets Equity
Index Fund

Pooled

The pooled
fund structure
means that
there is limited
scope for the
Trustee to
influence the
manager’s
voting
behaviour

2,777

25,487

96.03%

ACS Climate
Transition
World Equity
Fund

Pooled

The pooled
fund structure
means that
there is limited
scope for the
Trustee to
influence the
manager’s
voting
behaviour

141

1,774

72.83%
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Percentage of

resolutions the 0.65% 0.34% 0.13% 0.80% 3.98% 0.45%
Mmanager

abstained from

Percentage of
resolutions voted
with

management, as 94.87% 93.71% 90.12% 87.56% 90.69% 95.59%
a percentage of '

the total number
of resolutions
voted on

Percentage of
resolutions voted
against

management, as 5.13% 6.26% 9.88% 12.33% 9.31% 4.41%
a percentage of '

the total number
of resolutions
voted on

Percentage of
resolutions voted

trary to th
DA N/A N/A N/A N/A N/A N/A
recommendation

of the proxy
adviser

The proportion of resolutions that were voted on and abstained from may not sum to 100%. This can
be due to how the investment manager or local jurisdictions define abstentions or classify a formal
vote or abstentions as opposed to not returning a voting form or choosing to nominate a proxy.

There are no voting rights attached to the other assets held by the DC Section and therefore there is no
voting information shown above for these assets.

BlackRock’s proxy voting process is led by the BlackRock Investment Stewardship team (BIS), which
consists of three regional teams — Americas ("AMRS"), Asia-Pacific ("APAC"), and Europe, Middle East
and Africa ("EMEA"). The analysts within each team will generally recommend how to vote at the
meetings of the companies they cover. Voting decisions are made by members of the BlackRock
Investment Stewardship team with input from investment colleagues as required and in accordance with
BlackRock’s Global Principles and custom market-specific voting guidelines.

Whilst BlackRock subscribes to research from the proxy advisory firms Institutional Shareholder Services
(ISS) and Glass Lewis, it primarily uses proxy research firms to synthesise corporate governance
information and analysis. Other sources of information it uses include each company’s own reporting
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(such as the proxy statement and the website), its engagement and voting history with the company,
and the views of its active investors, public information and ESG research. It does not follow any single
proxy research firm's voting recommendations and works with proxy research firms to apply its proxy
voting guidelines and filter out routine or non-contentious proposals.

For the first year of implementation statements the Trustee has delegated to the investment manager(s)
to define what a “significant vote” is.

In determining significant votes, BlackRock Investment Stewardship prioritises its work around the
themes that it believes will encourage sound governance practices and deliver sustainable long-term
financial performance at the companies in which it invests. BlackRock’s year-round engagements with
clients, as well as its active participation in market-wide policy debates, help inform these priorities. The
themes it has identified are reflected in its Global Principles, market-specific voting guidelines and
engagement priorities, which underpin its stewardship activities and form the benchmark against which
it looks at the sustainable long-term financial performance of investee companies.

Across the six funds outlined above, BlackRock reported a total of 30 significant votes (excluding
duplication across the underlying funds) and it is not therefore feasible to include detail for each of
these votes within this Statement. However, BlackRock periodically publishes “vote bulletins” on what
it believes are its significant votes and these are available here:
https://www.blackrock.com/corporate/about-us/investment-stewardship#engagement-and-voting-
history. These bulletins provide an overview of each significant vote and include background to the
vote as well as BlackRock’s rationale for voting ‘For’ or ‘Against’.

The following table provides links to a sample of these voting bulletins for the pooled funds noted
above. In most cases these have been selected as the vote applies to two or more of the pooled funds
noted above, but also to ensure that there is at least one vote per fund:

Aquila Connect UK Equity Index

Exxon Mobil https://www.blackrock.com/corporate/literature/press-

Corporation

27 May 2020

release/blk-vote-bulletin-exxon-mayv-2020.pdf

Aquila Connect World (Ex-UK) Equity
ACS Climate Transition World Equity Fund

Aquila Connect World (Ex-UK) Equity

(S:i)ntsaunr::: USA https://www.blackrock.com/corporate/literature/press- ACS Continental European Equity Fund
Horl]din s Inc 10 June 2020 release/blk-vote-bulletin-santander-jul-2020.pdf al turopean tquity Fun
b ACS Climate Transition World Equity Fund
Aquila Connect UK Equity Index
Chevron . .
Corporation 27 May 2020 Aquila Connect World (Ex-UK) Equity
ACS Climate Transition World Equity Fund
. Aquila Connect UK Equity Index
Woodside 30 April 2020

Petroleum Ltd
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Mizuho
Financial
Group Inc

Barclays Plc

Volkswagen
AG

Daimler AG

Volvo AB

Top Glove
Corporation
Bhd

25 June 2020

7 May 2020

30 September
2020

8 July 2020

18 June 2020

6 January
2021
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Aquila Connect Pacific Rim Equity Fund
ACS Climate Transition World Equity Fund

Aquila Connect UK Equity Index
Aquila Connect World (Ex-UK) Equity

Aquila Connect UK Equity Index
ACS Climate Transition World Equity Fund

Aquila Connect World (Ex-UK) Equity

ACS Continental European Equity Fund

Aquila Connect UK Equity Index

Aquila Connect World (Ex-UK) Equity

ACS Continental Eurapean Equity Fund
ACS Climate Transition World Equity Fund

Aquila Connect World (Ex-UK) Equity
ACS Continental European Equity Fund
ACS Climate Transition World Equity Fund

IShares Emerging Markets Equity Index
Fund
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Fund level engagement

The table below provides details of the engagement activity for the DC Section’s pooled funds over the
Scheme year. Please note that where funds are not present in the table, we did not receive the data

from Scottish Widows.

Aquila
Fund name Connect UK
Equity Index

Does the
manager perform
engagement on
behalf of the
holdings of the
fund

Yes

Has the manager

engaged with

companies to

influence them in Yes
relation to ESG

factors in the

year?

Total number of

company

engagements

undertaken on 2,845
behalf of the

holdings in this

fund in the year

Total number of
individual
companies
engaged

1,723
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Aquila
Connect
World (Ex-UK)
Equity

Yes

Yes

1,564

875

Aquila
Connect
Pacific Rim
Equity Fund

Yes

Yes

170

112

ACS
Continental
European
Equity Fund

Yes

Yes

448

213

IShares
Emerging
Markets
Equity Index
Fund

Yes

Yes

408

285

ACS Climate
Transition
World Equity
Fund

Yes

Yes

939

479

66



THE UNIVERSITY OF WARWICK PENSION SCHEME ANNUAL REPORT FOR THE YEAR ENDED 31 MARCH 2021

Implementation Statement (Cont)

The following table provides data on the number of engagements undertaken by BlackRock which it
has segregated by engagement theme. 'E’ refers to environmental issues, 'S’ refers to Social issues and
‘G’ refers to governance issues. As above, where funds are not present in the table, we did not receive
the data from Scottish Widows.

Number of Engagements

E- Climate Risk Management 1293 785 94
E- Environmental Impact Management 670 379 65
E- Operational Sustainability 1223 683 79
S- Human Capital Management 928 564 76
S- Social Risks and Opportunities 656 382 72
G- Board Composition & Effectiveness 1350 721 98
G- Business Oversight/Risk Management 952 536 93
G- Corporate Strategy 1288 717 104
G- Executive Management 438 213 46
G- Governance Structure 728 433 102
G- Remuneration 1029 525 74

Number of Engagements

E- Climate Risk Management 182 218 474

E- Environmental Impact Management 22 151 235
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E- Operational Sustainability

S- Human Capital Management

S- Social Risks and Opportunities

G- Board Composition & Effectiveness
G- Business Oversight/Risk Management
G- Corporate Strategy

G- Executive Management

G- Governance Structure

G- Remuneration
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223

84

53

214

109

139

67

58

166

223

104

108

205

178

256

105

160

104

454

375

283

419

353

409

154

201

357
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1.1.

1.2.
1.3.

2.1.

3.1

3.2.

UPS Pension Trustee Limited

Chair’s annual statement regarding defined contribution benefits held in the

University of Warwick Pension Scheme (“the Scheme”)

This statement has been prepared by UPS Pension Trustee Limited (“the Trustee”), the Trustee of
the University of Warwick Pension Scheme (“the Scheme”), and reports on how the Trustee has
complied with the defined contribution (DC) governance standards. These standards are designed
to help members achieve good outcomes from their pension savings.

This statement covers the Scheme year 1 April 2020 to 31 March 2021.

The Trustee will publish this Statement on a publicly accessible website. The web address for the
website will be: https://warwick.ac.uk/pensions/ups

Over the reporting period, the Scheme’s DC arrangements comprised the following:

2.1.1. A Defined Contribution Section (“the DC Section”) which is open to future contributions
and is used as a qualifying workplace pension scheme for auto-enrolment purposes. The
administration and investment management services for the DC Section are provided by
Scottish Widows.

2.1.2. A separate AVC arrangement provided by Prudential which holds benefits for Defined
Benefit Section (“the DB Section”) members.

Over the reporting period, the DC Section had one default investment arrangement for the
purposes of the regulations, the Scottish Widows Passive Interim Lifestyle Strategy (“the Default
Option”). This was implemented in January 2017 following advice from the Trustee’s professional
advisers. Its design took account of the needs of DC Section members as well as the Trustee's
own investment beliefs.

The key features of the Default Option are as follows:

3.2.1. Itis structured as a lifestyle investment strategy which invests across a series of multi-asset
investment funds. The multi-asset funds are designed to provide exposure to different
degrees of investment risk depending upon each member's term to their Normal
Retirement Age (NRA).

3.2.2. When a member is a long way from NRA, the Default Option will hold investments that are
designed to be higher risk with the objective of providing higher returns. Over the 42 years
prior to a member's NRA the Default Option will automatically and progressively switch
their retirement savings into lower risk investments with the aim of protecting their value
relative to the way in which they are expected to be accessed.
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3.2.3. The Default Option has been designed to provide flexibility at each members NRA by being
broadly appropriate regardless of how each member takes their retirement income (e.g.
cash, annuity purchase or drawdown).

3.3. Alongside the Default Option, the Trustee has made available three additional investment
strategies that target Annuity Purchase, Drawdown and Cash at NRA. These all use the same
investment for growth as the Default Option and it is only in the final years of investment where
these strategies will vary.

34. The Trustee also provides access to a range of DC Section specific investment funds for members
to self-select; the UPS Balanced Growth Fund, the UPS Equity Growth Fund, the UPS Money
Market Fund, the UPS Pre-Retirement Fund and the underlying investment portfolios that make
up the Passive Lifestyle Strategies. These consist of the SW Passive Annuity Purchase, the SW
Passive Multi Asset |, the SW Passive Multi Asset Il, the SW Passive Multi Asset lll, the SW Passive
Multi Asset IV, the SW Passive Multi Asset V and the SW Money Market.

3.5. The Trustee, together with its professional advisers, monitors the investment options accessed
through the DC Section on a quarterly basis. This monitoring looks at the performance of the
funds, to ensure that they are consistent with the stated aims and objectives, as well as any
developments or changes at the fund manager. The Trustee is comfortable that the funds used
by the Default Option have performed in line with their stated aims and objectives over the
Scheme year.

3.6. The last strategic review of the Default Option was completed on 11 May 2020. As part of this
review, the Trustee considered the on-going suitability of the strategy with specific reference to
the membership profile of the DC Section and the potential needs of members at retirement. The
review also noted that Scottish Widows had announced some planned changes to the Default
Option which included:

3.6.1. Increasing the range of investments held by the strategy by replacing some of the equity
holdings with holdings in Real Estate Investment Trusts and Emerging Market Bonds.

3.6.2. Introducing a new fund into the investments held by the Default Option, called the
BlackRock Climate Transition Fund, to increase the focus on Environmental, Social and
Governance (ESG) issues.

3.6.3. Changing the investments held in the approach to NRA so that the Default Option is more
closely aligned with members taking their retirement savings through drawdown, rather
than through a 'Universal’ approach.

3.7. The review concluded that the Default Option remained appropriate for the average DC Section
member and noted that, overall, the changes being proposed by Scottish Widows were
appropriate and should add longer-term value. The review also concluded that the range of
alternative investment options continued to form an important part of the DC Section’s offering,
allowing members flexibility over their investment options. However, the decision was taken to
revisit the range of self-select funds in the latter part of 2021.

3.8. The Trustee notes that, due to the impact of Covid-19, Scottish Widows’ proposed changes to
the Default Option were delayed and the implementation commenced Quarter 4 2020. As such,
these remain ongoing and the Trustee, supported by its professional advisers, will continue to
monitor Scottish Widows progress.
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39. Information on the range of investment options provided through the DC Section is available in
the Statement of Investment Principles (SIP) which was last reviewed in September 2020. This is
appended to this Chair's Statement and published online alongside. For the purposes of
Regulation 2A of the Occupational Pension Schemes (Investment) Regulations 2005 the SIP sets
out further details around the Trustee’s investment objectives, as well as the default investment
strategy.

4.1, The Regulations require the Trustee to ensure that core financial transactions are processed
promptly and accurately. Core financial transactions comprise:

4.1.1. The investment of contributions.
4.1.2. Transfers into and out of the DC Section.
4.1.3. Investment switches.

4.1.4. Payments out of the DC Section in respect of members.

42. To ensure the accuracy and timeliness of all DC Section core financial transactions, the Trustee
has established robust reporting and monitoring processes.

4.2.1. The day-to-day monitoring of administration standards is undertaken by the University’s
"in-house” pensions team who scrutinise the performance of all service providers to the
DC Section. The Pensions Administration Manager reports back to the Trustee on
anecdotal experience as part of the quarterly Trustee meetings and any immediate
concerns are escalated to the Trustee as appropriate.

4.2.2. Service Level Agreements (SLAs) have been agreed as part of the contract between the
Trustee and Scottish Widows. These SLAs set out the agreed maximum timescales for each
task to be completed and also the percentage of tasks expected to be completed within
these timescales. The agreed SLAs for each of the individual core financial transactions
identified in 4.1 above are as follows:

Investment of contributions 24 hours from date of receipt

Transfer into the DC Section Act on instruction by end of the following Business Day
Transfer out of the DC Section Act on instruction within 2 Business Days

Investment switches Act on instruction by end of the following Business Day
Payments out of the Plan Act on instruction within 2 Business Days
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43.

44.

45.

4.6.

4.2.3. Scottish Widows provides the Trustee with quarterly administration reports that document
its performance against the agreed SLAs. The Trustee considers these reports in detail as
aregular item at its quarterly meetings. Scottish Widows reports core financial transactions
under ‘Time Critical Processes’ and its performance over the Scheme year is outlined in the

table below:
Time Critical Processes 100% 84.1%
Manual Administration 95% 83.9%
Call Handling 97% 94.3%*

*based on average of monthly performance period as opposed to total calls.

4.24. With effect from July 2019 Scottish Widows have also reported on ‘Manual Financial
Transactions Accuracy’. The target for this is 100%. Since it has been included in reporting,
‘Manual Financial Transactions Accuracy’ has been 100%.

4.2.5. As part of its ongoing consideration of service standards, the Trustee noted that the SLA
level achieved by Scottish Widows over the Scheme year for Time Critical processes was
below the target of 100%. Scottish Widows was asked to provide further detail on this point
as part of a quarterly Trustee meetings and noted that the delays relate to the difficult
working conditions and ongoing transformation of working practices arising from the
Covid-19 pandemic. Importantly, Scottish Widows was able to confirm that, where any
Time Critical processes had been delayed, action had been taken to ensure that the
member in question was not disadvantaged.

4.2.6. Administration is captured as part of the Scheme's risk register and any DC Section specific
risks are clearly documented. This includes details of the controls established by the
Trustee and records details of any required actions.

4.2.7. Additional measures that help to monitor the accuracy of core financial transactions are
the University’s annual checks on data quality.

There were no significant issues reported to or identified by the Trustee in connection with either
the promptness or accuracy of core financial transactions processed during the period covered
by this statement. As is mentioned above, there was some underperformance against SLAs, and
this has been addressed. The Trustee will continue to monitor SLA performance.

As the administrator of the Defined Benefit Section (“the DB Section”) of the Plan, the Trustee has
delegated the administrative oversight of the separate AVC arrangements held with Prudential to
Barnett Waddingham.

Barnett Waddingham advise the secretary to the Trustee of any specific issues that arise relating
to the administration of the separate AVC policies.

In the Scheme year the Trustee considered the ongoing administration of the Prudential AVC
arrangements. It was noted that some members of the Scheme had experienced delays in relation
to queries. The Trustee and their advisers believe that this results from challenges that Prudential
has faced connected to moving between administration platforms and the impact of the Covid-
19 pandemic on staffing and processes. The Trustee will continue to monitor this.
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4.7. Taking the above into consideration, the Trustee is confident that all core financial transactions
over the Scheme year have been processed promptly and accurately. Whist there were some
minor issues in relation to Time Critical processes, this has been investigated and no members
were subject to any detrimental impact. The Trustee notes that there were no issues relating to

core financial transactions over the reporting period.

5.1. Charges for the administration, communication and investment services provided to the Scheme's

DC arrangements are structured on a ‘bundled’ basis and consist of the following:

5.1.1. Charges: these are collected by deduction of investment units and are expressed as a
percentage of the value of each member’s holdings within an investment fund. They are
referred to as a Total Expense Ratio (TER) and include the Annual Management Charge

(AMQ) and the Fund Charge (FC) incurred over the period.

5.1.2. Transaction cost: these relate to the variable costs incurred within an investment fund
arising from the trading activities of the fund, e.g. incurred in the buying and selling of
securities, which are not accounted for in the TER.

5.2.  The following table provides details of the costs and charges applied to each of the investment
options provided through the DC Section over the period 1 April 2020 to 31 March 2021. This
data has been sourced from Scottish Widows:

SW Money Market CS1 [2]

SW Passive Annuity Purchase CS1 [2]
SW Passive Multi-Asset | CS1

SW Passive Multi-Asset I CS1 [2]
SW Passive Multi-Asset Ill CS1 [2]
SW Passive Multi-Asset IV CS1 2]
SW Passive Multi-Asset V CS1 (2]
UPS Balanced Growth

UPS Equity Growth

UPS Money Market

UPS Pre-Retirement

0.440%
0.410%
0.410%
0.420%
0.420%
0.410%
0.410%
0.410%
0.410%
0.360%

0.410%

0.180%
0.090%
0.095%
0.098%
0.098%
0.096%
0.092%
0.086%
0.083%
0.140%

0.085%

0.620%
0.500%
0.505%
0.518%
0.518%
0.506%
0.502%
0.496%
0.493%
0.500%

0.495%

0.014%
-0.018%
-0.016%

0.000%

0.004%
-0.007%

0.000%

0.000%

0.000%

0.011%

-0.046%

[1] In certain circumstances the methodology used for calculating transaction costs (known as
slippage) can lead to negative costs being reported. This can be, for example, where other market
activity pushes the price of the asset being traded down, whilst the transaction was in progress,
resulting in the asset being purchased for a lower price than when the trade was initiated.
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[2] These are the underlying funds used by the Default Option. Note that for members investing
in the Default Option the costs and charges that apply will depend upon how far each member

is from their NRA.

5.3. Scheme members that hold AVC benefits with Prudential are invested in the Prudential With
Profits Fund. Details of the charges and transaction costs quoted by Prudential for the With

Profits Fund are provided in the table below:

Prudential does not state an explicit
TER for its With Profits Fund as charges
Prudential With Profits are deducted before bonuses are
Fund applied to members’ benefits,
however, they are estimated to be in
the region of 1%.

0.13% 31/12/2020

[1] The Trustee and its advisers requested transaction cost information from Prudential for the
reporting period covered by this Statement, however, Prudential was not able to provide this
information in time for inclusion in this Statement. The transaction cost data to 31 December
2020 was released in July 2021 and Prudential was not able to confirm the expected timescales
for the transaction cost data to 31 March 2021. The Trustee is continuing to work with its advisers

to exert pressure on Prudential to ensure this information can be included in future years

54. To demonstrate the impact of charges and transaction costs on members’ pension savings over
time, the Trustee has produced illustrations and these are set out in Appendix 1. We have not
included illustrations for the Prudential With Profits Fund as the holdings are not material relative
to the wider Scheme DC assets. We note that the estimated charges are relatively high for this

fund, but equally it does offer guarantees that members may value.
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5.5.

6.1.

6.2.

6.3.

6.4.

6.5.

6.6.

The Trustee also investigated whether Market Value Reductions (MVRs) would apply on transfers
out of the Prudential With Profits Fund. Prudential confirmed that MVRs may apply if benefits
taken at any time other than death or NRD and that MVRs were currently being applied to
transfers out of the fund. However, they only apply an MVR if the value of the assets underlying
an individual plan is less than the value of the plan including bonuses. In practice this suggests
MVRs would not apply to the majority of AVC funds based on bonus records, but the amount of
bonuses that apply to transfer values may be less than they were previously.

The Trustee is required to assess annually the extent to which the charges and transaction costs
borne by members represent good value.

Analysis was undertaken by the Trustee’s professional advisers, Barnett Waddingham LLP, and
the findings set out in a report. The Trustee considered this analysis and confirmed its assessment
of value for members, effective as at 31 March 2021 and this is set out below.

Recognising that low cost does not necessarily mean good value, the assessment considered
whether the services for which members pay or share the costs are suitable for, relevant to and
(likely to be) valued by members and whether performance of the services had been effective.
Consideration was also made of the costs relative to other options available in the market.

Various investment-related services for which members do not directly bear the costs are
nevertheless inextricably linked to creating the environment under which investment returns are
delivered, e.g. strategy, monitoring and the investment governance structure, so these were
included in the assessment.

Other services paid for by the University of Warwick were excluded but nevertheless deliver value
to members, e.g. the services of professional advisers in relation to the defined contribution
sections and the operation of the Trustee board, with a duty to act in the best interest of members.

In relation to the DC Section, the member-borne charges and transaction costs relate to:

6.6.1. investment services
6.6.2. administration services

6.6.3. communication services

The assessment considered:

6.6.4. in relation to investment services:
6.6.5. the investment strategy, e.g. the design of the default and range of alternative
options
6.6.6. the arrangements for monitoring the performance of the investment options and
reviewing the investment strategy

6.6.7. the investment governance arrangements
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6.6.8. in relation to administration services:

6.6.9. the general administration arrangements
6.6.10.arrangements in relation to financial transactions

6.6.11.data and record keeping
6.6.12.in relation to communication services:

6.6.13. communication strategy
6.6.14. pre-retirement communications

6.6.15. at/post retirement communications

6.7. The assessment concluded that the DC Section continues to provide excellent value for members

and that there are no areas in which the DC Section’s arrangements detract value.

6.8. In reaching the conclusion the Trustee recognised the robust governance processes applied to
the DC Section, the range and quality of administration services and engagement tools provided

to members.

6.9. In relation to the AVC arrangement with Prudential, the member-borne charges and transaction

costs relate to:

6.9.1. investment services
6.9.2. administration services

6.9.3. communication services

6.10. The assessment considered the broad value for members of these services, taking a proportionate

approach that reflects the relatively low value of the AVC pension savings concerned.

6.11. The Trustee concluded that the AVC arrangement offers reasonable value in relation to the

charges and transaction costs borne by members

6.12. In reaching this conclusion, the Trustee recognised:

6.12.1. Members investing in the arrangement can use their benefits to fund their tax free cash

entitlements through the defined benefit (DB) section of the Scheme.

6.12.2. The charges are broadly aligned with similar types of arrangements offered elsewhere.

6.12.3. Barnett Waddingham provides oversight of the benefits.

7.1.  Over the reporting period the Trustee comprised six Trustee Directors, of whom one is the Chair.
Two of the Trustees are member-nominated, and four are employer-nominated, meeting

statutory requirements for the composition of trustee boards.

7.2. The Trustee delegates certain activities to an Investment Sub-Committee (ISC). The ISC is
responsible for assisting the Trustee with developing an appropriate investment strategy for the
DC Section, the ongoing monitoring of the investment strategy and the activity and performance

of Scottish Widows.
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7.3. Trustees are required to be conversant with their schemes’ main documents, and have
appropriate knowledge and understanding of the law relating to pensions and trusts, the funding

of occupational schemes and investment of scheme assets.

74.  The Trustee Directors aim to remain conversant with the Scheme's trust deed and rules as well as
all other Scheme documents such as the SIP, the risk register and current policies, e.g. conflicts
of interest. They do so through their experience in governing the Scheme, as well as specific

activities over the Scheme year and access to professional advice.

7.5.  The Trustee Directors aim to achieve and maintain knowledge and understanding of the law
relating to pensions and trusts, the funding of occupational schemes and investment of Scheme
assets through a combination of training, taking professional advice and the inclusion of

professional Trustee Directors on the Trustee Board.

7.6.  All Trustee Directors are asked to complete a formal training programme both following

appointment and to review their training needs on an ongoing basis to ensure that they have the

necessary skills and knowledge required to effectively discharge their duties.

7.7.  Trustee training is considered at Trustee meetings and Trustee Directors are asked to provide
feedback and suggest topics for future training sessions which allows all Trustee Directors to
identify and address any gaps in knowledge. Training is delivered by the Trustee's professional

advisers and external training is sought on topics relevant to the Trustee Directors’ duties. A

training log is updated each year in relation to training undertaken.

7.8.  The Trustee Directors consult with professional advisers as and when required, for example on

consultancy, investment and legal matters. The professional advisers are engaged to pro-actively

alert the Trustee Directors on relevant changes to pension and trust law. Professional advisers
also provide support in relation to understanding and reviewing the Plan's documents and

attending Trustee meetings.

7.9.  Over the Scheme year the Trustee took professional advice in the following areas:

7.9.1.  Triennial investment review: the Trustee completed its triennial review of the investment
strategy of the DC Section in May 2020. The review concluded that the range of
investment options provided to members remained appropriate and no changes were

made.

79.2. Statement of Investment Principles (SIP): the Trustee reviewed and updated the DC
Section SIP in September 2020 to include the Trustee’s policies in relation to stewardship

and its arrangements with its asset managers.

7.9.3.  Value for Member assessment: the Trustee assessed the value for members provided by
the Scheme’s DC arrangements and documented the results in the annual governance

statement.
7.10. Over the Scheme year, the Trustee reviewed the following Scheme documents:

7.10.1. The 2020 annual governance statement
7.10.2. The Annual Report & Accounts
7.10.3. The risk register
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7.10.4. Investment adviser objectives, including a review of performance against those objectives
7.10.5. The DC Section booklet

7.11. Over the Scheme year, the Trustee received training on the following topics at Trustee meetings

7.11.1. The advantages and disadvantages of Master Trusts, including a comparison of potential
value

7.11.2. Wider regulatory environment, capturing recent and upcoming legislative changes
7.11.3. Implementation statement requirements
7.11.4. Integration of ESG into investment strategy design

7.11.5. Additional Voluntary Contribution arrangements

7.12. The Trustee Directors consider that their combined knowledge and understanding, together with
their access to professional advice, enables them to properly and effectively exercise their trustee
functions in the following ways:

7.12.1. The Trustee Directors are able to challenge and question advisers, service providers and
other parties effectively

7.12.2. Trustee decisions are made in accordance with the Scheme rules and in line with trust law
duties

7.12.3. The Trustee Directors’ decisions are not compromised by such things as conflicts or

James Hunt, tor and on behalf of the Trustee of the University of Warwick Pension Scheme

Chair of the Trustee
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A1.1. To demonstrate the impact of member-borne charges and transaction costs on the value of
members’ pension savings, Scottish Widows, on behalf of the Trustee, has produced illustrations
in accordance with statutory guidance. These show the impact of charges and transaction costs
for representative cross-sections of the membership and investment options.

A1.2. To determine the parameters used in these illustrations, the Trustee, with support from the DC
Section provider, Scottish Widows, has analysed the membership of the DC Section and ensured
that the illustrations take into account the following:

A1.2.1.  Arepresentative range of pot sizes.

A1.2.2. A representative range of real term investment returns (gross of costs and charges),
including the lowest, the highest and the most popular (by number of members).

A1.23.  Arepresentative range of costs and charges, including the lowest and the highest.

A1.24. A representative period of membership, covering the approximate duration that the
youngest member would take to reach target retirement age.

A1.3. The Trustee has included future contributions in these illustrations as the DC Section remains
open to contributions. For those members who are no longer active, the Trustee has also
produced illustrations that assume no future contributions will be paid.

The following notes on the illustrations should also be read;

Projected pot sizes are shown in today’s terms and do not need to be reduced further for the
effects of future inflation. Inflation is assumed to be 2.5%.

The retirement age is assumed to be age 65.

The starting pot size is assumed to be £3,000.

For active members, gross contributions are assumed to be £150 per month from the start of
the projection to retirement and are assumed to increase in line with inflation. For deferred
members contributions are assumed to be nil.

Values shown are estimates and not guaranteed.

The charges used are those shown earlier in this Chair's Statement. Scottish Widows were
unable to use an average over the last 5 years.

The projected growth rates, gross of costs and charges, for each fund or arrangement are in
line with the 2020 Statutory Money Purchase lllustrations (SMPIs) and are outlined below:

SW Passive Multi-Asset V CS1 1.9% above inflation
SW Money Market CS1 2.0% below inflation*
UPS Equity Growth 1.9% above inflation

UPS Money Market 2.0% below inflation
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This has been selected as it is the most popular investment option selected through the DC Section.
The illustrations show the impact of cost and charges for an active member investing in the strategy to
age 65 starting at different ages. The illustrations assume a £150 per month contribution and a starting

15
20
25
30
35

1.20% below inflation

1.00% below inflation

0.90% below inflation

0.60% below inflation

0.50% below inflation

0.30% below inflation

0.20% below inflation

0.10% below inflation

0.00% above inflation

* Scottish Widows has confirmed that the illustrations for the SW Money Market Fund were
produced using a growth rate of 1% below inflation in error. Scottish Widows has been asked
to provide a revised illustration using the correct growth assumption, however this was not
provided in time for inclusion within this Statement.

pot size of £3,000.
Age Now 60 Age Now 55 Age Now 45 Age Now 35 Age Now 30
Years After all After all After all After all After all
Before charges + Before charges + Before charges + Before charges + Before charges +
charges costs charges costs charges costs charges costs charges costs
deducted deducted deducted deducted deducted
_ 1 4,750 4,730 4,770 4,750 4,810 4,790 4,810 4,790 4,850 4,830
3 8210 8,130 8,330 8240 8,450 8,360 8,490 8,400 8,660 8,570
5 11,500 11,300 11,800 11,600 12,000 11,800 12,200 12,000 12,600 12,400
10 20,000 19,400 21,000 20,300 21,900 21,300 23,100 22,400
1; 29,700 28,500 31,600 30,300 33,800 32,400
20 37,300 35,300 40,600 38,400 44,600 42,100
25 49,300 46,000 55,900 52,100
30 56,100 51,700 67,800 62,300
35 78,900 71,600
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Note on how to read this table: If an Active member aged 35 had £3,000 invested in this strategy, when
they came to retire in 30 years, the fund could grow to £56,100 if no charges are applied but to £51,700
with charges applied.

This has been selected as it is the most popular investment option selected through the DC Section.
The illustrations show the impact of cost and charges for a deferred member investing in the strategy
to age 65 starting at different ages. The illustrations assume a starting pot size of £3,000 and that no
further contributions are made.

Age Now 60 Age Now 55 Age Now 45 Age Now 35 Age Now 30
Years After all After all After all After all After all
Before charges + Before charges + Before charges + Before charges + Before charges +
charges costs charges costs charges costs charges costs charges costs
deducted deducted deducted deducted deducted
1 2,980 2,970 3,000 2,980 3,020 3,010 3,020 3,010 3,050 3,040
3 2,940 2,890 3,000 2,950 3,060 3,020 3,080 3,040 3,170 3,130
5 2,880 2,810 2,990 2,910 3,090 3,010 3,140 3,070 3,300 3,220
10 2,870 2,720 3,100 2,940 3,300 3,140 3,620 3,450
15 3,090 2,860 3410 3,160 3,870 3,590
20 l 2,970 2,680 3420 3,080 4,060 3,670
25 3,410 2,990 4270 3,760
30 3,280 2,810 4,480 3,850
35 4,620 3,870

Note on how to read this table: If a Deferred member aged 35 had £3,000 invested in this strategy, when
they came to retire in 30 years, the fund could grow to £3,280 if no charges are applied but to £2,810
with charges applied.

The illustrations shown below are for a representative selection of the funds that members may invest
in through the DC Section. They were selected to reflect the range of projected returns and charges.
The illustrations assume a £150 per month contribution and a starting pot size of £3,000.

UPS Equity Growth SW Passive Multi-Asset V UPS Money Market SW Money Market CS1
CS1
Years After all After all After all After all
Before charges + Before charges + Before charges + Before charges +
charges costs charges costs charges costs charges costs
deducted deducted deducted deducted
1 4,850 4,830 4,850 4,830 4,700 4,680 4,730 4,710
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3 8,660 8,570 8,660 8,570 8,000 7,920 8,160 8,060

5 12,600 12,400 12,600 12,400 11,100 11,000 11,500 11,300
10 23,200 22,500 23,200 22,500 18,600 18,100 19,600 18,900
15 34,800 33,400 34,800 33,400 25,300 24,300 27,400 26,000
20_ 47,700 45,100 47,700 45,000 31,400 29,900 34,800 32,600
25 61,900 57,700 61,900 57,600 37,000 34,800 41,800 38,600
30 77,500 71,200 77,500 71,100 42,000 39,100 48,500 44,200
35 94,600 85,700 94,600 85,500 46,600 42,900 54,900 49,300

Note on how to read this table: If an Active member had £3,000 invested in the UPS Equity Growth Fund,
when they came to retire in 30 years, the fund could grow to £77,500 if no charges are applied but to
£71,200 with charges applied.

The illustrations shown below are for a representative selection of the funds that members may invest
in through the DC Section. They were selected to reflect the range of projected returns and charges.
The illustrations assume a starting pot size of £3,000 and that no further contributions are made.

UPS Equity Growth SW Passive Multi-Asset V UPS Money Market SW Money Market CS11
Cs1
Years After all After all After all After all
Before charges + Before charges + Before charges + Before charges +
charges costs charges costs charges costs charges costs
deducted deducted deducted deducted
1 3,050 3,040 3,050 3,040 2,940 2,920 2,970 2,950
3 3,170 3,130 3,170 3,130 2,820 2,780 2910 2,850
5 3,300 3,220 3,300 3,220 2,720 2,650 2,850 2,770
10 3,630 3,460 3,630 3,460 2,460 2,340 2,720 2,550
15 4,000 3,720 4,000 3,710 2,230 2,070 2,590 2,360
20 4,410 4,000 4,410 3,990 2,030 1,830 2,470 2,180
25 4,860 4,290 4,860 4,280 1,840 1,620 2,350 2,010
30 5.350 4,620 5,350 4,600 1,670 1,430 2,240 1,850
35 5,900 4,960 5,900 4,940 1,510 1,260 2,140 1,710

Note on how to read this table: If a Deferred member had £3,000 invested in the UPS Equity Growth
Fund, when they came to retire in 30 years, the fund could grow to £5,350 if no charges are applied but
to £4,620 with charges applied.
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Section 3: Long-term objectives and
investment strategy
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The Urvmirsdiy Of Memal Fenson Schems

Section 4: Other investment policies

The Trustee s taces Othes requersiments migting 10 wwesiment, de they legalinve of conslered dest

achone.

Choosmng investiments

&

Tat

an

The Truliee hos delagpied responsiility for the selection and daselecion of mmaeiments, and the
e of relalpnsiips with asset managect inthe DT within Inveatmant Guicelnss
sol by the Trustae Tne DCIO wall ensure that, @ go0re0ats. the potioha s conmstent wili iha polires
sot o i s aisiemant and U the nvestment Stetives gd sustdelines of ey maradual
manaaermandate are aleo contistent with hose polivsd relevant 1o the mancale i quesion The
Trusles consitorn the O0ITs porfommancs n carryng ut thass responsiclites as ot of s ahgong
averaoint of tive DCID.

GRGOING Ma

i

The Trssies sapacis the DCIC e apooid nasionint MENSQSTS WD an expetiahon of a long-lenm
patnensho, whach Soeoudgas scive ownieshig of the Scheme's disets Whan sssessng a
mianagers priioimence, the Trusioe sxpecis tha DCIC 10 100u3 20 KGnga-term ool
cormmangu e with the Trustee’s Dosion as a Jong e nvesion LoNmiant Wil s view, e
Trugtos does ot 2aect the the DCID wouls taavinate @ mandgel s BpOANIMENt bisssd purafy on
sl e perfonnancs Dt reoogms®d that a MANAGE: My DO ENTNEa0 vAlG A SAGH mddrad
Gue W ofivier Incors duch 88 & signficant changa In busngss Bructure of (e vestman taam Ti
Trustee adopts the smawe jong teem focus as part of s ongong Svecagit of the DSIO.

#

L=

For most of tha Sehema s invesiments, he Tiustes evpsces e DCIO 10 apotnd managers with a
i 4o long bme honzon, Ceniistént wath ihe Schense, In perdiidr areds such a3 equily and wredq
the Trustee aupscls the DTID to wark with managers wino will uge thew pagagamant acleaty 1c drive
ETCASO DECOTMENGE S Madirs 12 1ong e penods wthin tha widar contéxt of long-tecm
Gsignnabds imvealrant The Trustes aoles thie e DOIO may oves! 51 el sl aldges whithd sucn
angagemant is not dearmed sopooNEle of possdle due 10 the natus of the stralegy and/or the

WG AN T A ondadnng decmsen mpiing The Trostde @ thist U Bopodnieness of
e Sehame's aliocetion to sl mandsles & degrmined i the comad of the Schams s ovavall

Ctyet

es

The Trustee corocts the DCID 1 assess e abgrmen! of toe Doname’s widedyng managoes
sooroach o suslanable evesiment (nchulng engagemant walh s Dwn DEI0e maLNg & Investment
o the Sehema's behal In acaibor 1he Trustes eupects the DUIC o i 1he manigees” 5o
10 SUSEAlNE R EUTISNL INCIKHNG SNQBGEMBNT) O 3 8 ke Dosis a1 engage win e manager
pocourags fudher sigament as ERROSNSIE TIig MONTNTG CIOCHER INTINGES ipecific congderstion of
the éustpnania rretmentt 56 chacactecehos af the portfodd and the managers’ engagement
scpviizd 1t wileeang angagasegnt the DCIG consiers thal the degree of algiednd mmans
unsaafsciony . the Trustee axpects e DO 1o gedaloct e mans

Tho Trustee expects the DCIO 1o consider the fee structures of asset managars and tha algnmant nf
inlerests created by these fee structures as pan of its investment decsion makng process both at the
appointment of An Assel Manager and on an ongoing basis, Asset managers areé generally paid an ad
vakicem lee, in line with normal market pracice for a grven scope of seteces whieh inchudes
consideralion of longderm factors and engagement. The Trusiee expocts the DCIC to review and
repact on the costs incirred in managng the Scheme's assets regularly. wheh inchudes the Costs
associmted with portfobo Wuenover In assesning tha appropnateness of the portfolio turnover costs o
an raividual manager level the Trusles expects the DCIO to have regard 1o the actual peatolo
winaver and how ths compares weth the expected turnaves range for tha! mandale
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Trve Univeruty o Varwioh: Pention S¢fémns: 9

Section 5: Risk management

5.9

The: Trustee recognises a numoer of isks iNvolved in the mvestment of thi assets of the Scheme

Solvency risk and mismatching nsi

® are measured through s qualiative and quantilative assessment of the erpacied development
of the assels ratatve to the kabdites under cumant and aternative nvestment poicies

¢ are managed through assessing 1he progress of the actual Qrowth of the nssets einie 1o
kabidities unoar curent and alematve mvestment policies

Manager sk

® s measured by s expected deviation of the prospective sk Sng alum. as sol out in the
manager s obectives roiative o the wvestmant policy

¢ Is managed through drvers fication across investment managers and by the ongong moendoring
of the performance of the investment manager as wel as a number of qualitative factors
SUpPPCTng the manager's mvestment precess

Liquiity nab

® s measured by the level of cashfiow required by the Scheme over a specified penod

® s managed by the Scheme's admimstratons assessing the ival of cash hald in order o limat
e Impact of the cash flow requirements o e investment policy

Currency rish,

¢ s measured by the lovel ¢f overseas investment a2 the franslafion offect of currencies leas g
to thée risa of an adverse influence on Investment alués

¢ s managed by reducing e translation sk of investing overseas by hedging » proportion of
the overseas nvestments’ cutrency translalion nisk for those overseas currencias that can be
hedged efficiently

Custodeal risk

®  1s measured by assessing the credd-worthingss of the custodian bane and the ablty of the
organisation 1o setils Sades on time and provide secure safekeening of the assets undsr
custooy

¢ s managed by monfonng the custodan s activibies and discussing the perdormance of the
cuslodian with the investment managers »hen appropriate. | addton restrictions are appled
8% 10 who nan authonse translers of cash aad the accounts to which transfers can be made.

Polmcal riss

® s measured by ihe level of concentrabion of sny one market leadng to e nak of se adverse
influence cn investment values arising from political intervention

¢ s managed by regular revaws of the actual investments ralative to policy and through regular
assessmont of the levels of diversificalion wienin the existieng pohicy
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T Univirsity of '"WNarmon Vensice SOhame i

Sponso’ s«

® s measured by the level of abiity and wilkngness <f the sponsor 1o support the contnuation of

the Scheme and 10 make good any current o fulure defict
e s managed by assassing the nteracton between the Scheme and 'he Sponsor s Dusngéss as

measured by the number of factors including the creditworthiness of the sponsor and the sae
of the pension kapdty reistive 1o the financial strength of the sponscr

2 The Truslee continues to monitor these rsks alongside the DCIO

I
- ]

s 18172
- [ i.f

Signed for and on behalf of
UPS Pension Trustee Limited as Trustee of the Scheme
September 2020
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1.

1M

1.2

2.1

Pavs

23

Introduction

This Statement of Investment Panciples (“the Statement’) has been prepared by UPS Peasion Trustee
Lietidd {"the Trusiee”) and redates to the defined contibution (DC) benefits (“the [ Section”) prowded
through The University of Warwick Pension Scheme (“the Scheme™) The Staterment sets out e penciples
which gowern the desions about the investments that cealili the Schame to mest the regursments of

ne Pensions At 1995 as amended by the Penuons Act 2004

e Qczupanonal Pension Schemes (Investrent] Regulations 2005 as amended ty the Occupational
Persion Schemet (investment) (Amendment) Regulations 2010 and the O cupational Pension
Schemes (Charges and Governance) Riegulatans 2015, Incorporating changes as required by The
Peasion Protection Fund (Pensionable Seracel and Occupational Persion Schermes ity et and
Desclosure) (Amendment and Mo ficapon) Regulations 2018 and

tha Occupational Fensnon Schemes (Investment and Cisclosurel [Amendment) Requlations 2019,

In prepanng s statement the Taustee has consulted the University of Warack, the Princizal Employer,

and obtaned advice from Barmets Waddingnam LLP, e Trustee's investment consultants  Bcmen:
Waddmngham s suthodised and requlated by the Financial Conduc Authanty

Thes statement has been prepared with regard 1 the 2007 Mynars review of mstbiutons] nvestment
fincluding subsequent updates)
v e e

The Trostee will reveee thas Statement st lesst every theee Fees or it therd s a segreficant THENQE 1 any of

the sregs covared by the Statement or the demographic and protile of ime

S

The investment powices of the Trustee are 5t out in Secuan 10 of e DC Tewst Gend gon Rulas, datsd

Mareh 2010 Thas statement s consigtent vaihl those powess

Choosing investments

The Trvitee cavefully considens i3 Investment Obyjectives, thowa i the Appendix, when gesigung the raage
of nvestrment coticas 1o offer 1o s members  The Trustee sl acknowledges that members will fuave
ditfarent attitudes o rsk and different sirms for accesuing their retirement savings ~ and therefore whals
sedking good memiber outcomes aet of fees, 1 alva congsiders the level of risk that i SPPrOprEte bt on
the antiopated needs of (he membershy orodle of the OO Section

The Trustee's palicy is to offer 4 range of Ifestyde wesanent arrangements and a cors range of nwestrment
funds that are sutatide for the OT Section's membershup profile 3ad #ita which members can chaose 1o
mvest thair contnbutions and those (ontnbuions made by the smghoger et = B0 Grven in the
Appendix. In doing so. the Trusiee considers the advice of thew professional sevisecs. wisons 1
1o be utatdy qualified and expenenced for ths role

s of

corvsider

e BC Sectron s a bundled arangement that i insured od invested with Scottish Widows. The oy -
day mansgement of the DC Sacton’s assets i delegated 1o Scotinh Widows and through Scattish Widows

oo Mooy o Tomani Mevione iliarse  (Amberantl o8 1nooniodod FATOMS o o MOP

§otte
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e Truntes can access pooled funds f-om a range of other investment managers as well 45 Scottsh Widow's

Sy fLaets

Tne OC Section's Default Option (outhined i the Appendix) i1 structured as 4 govermed’ investment
solution which s designed and implemented by Scottish Widows.  Scottish Widows 14 responsible for the
selection and deselection of the underlying investment managers used through e Default Option a5 well
25 the engoing relabonships with the investment managars The Trustee understands that Scotish Widows
vkl appow! nvestment Managers 10 be used by the Default Opbon with ar expectation of o long-term
partriership, vhich encourages acive stewardshs of the Scheme's assets

The DC Sochan's avesment managers are detailed in the Appendix 10 tue Staternent Toa inwvestmant
managers ire authonsed ana requiated by the Financal Conduct Authonty, and are responsibility te for
stock selccnon and the ewerise of voting rnights

The Trustee reviews the appropnateness of the DC Section's investment strategy on & ongong bass and
18 supoorted in this regand by 113 Investment Sub-Committee (1I5C) The I15C Has a terms of reference whicn
wts 00! 115 roles, responsibxities and powers. This ongoing review includes consideratidc of the (onlinued
competence of Scottish Widows and it ongoing management of the Default Oplion as well as any omher
investment cansgecs uilised theough the DC Section with respect to thes: performance aganst their slated
objectives and benchimarks

The Trustee wall conmult the emplayer before amendcing the investment strategy

Investment objectives

The Trustee has Grscussctd and agreed koy iveslinent obyectives in light of an analysis of the DC Sechan's
membership prafile as viell as the constrants the Trustee 1aces in acmeving these obyectives These oo set

out i the Appends

Kinds of investments to be held

The DC Sisction (s permitted o mvest in a wide range of assets including equities, Donds, Casi, commeroal
property and altermatives

The balance between different kinds of investments

Members can choose 1o invest in any of the funas detalled in the Appenda or car elect to invest in 3
Iifestyle strategy. Where members do not choose where e (ontnBulions, and tHose made on ther
Hishali By the employer. are invested the Trustee vl invest these contmbutions according to the default
avestment ophion set out n the Appendix

The Trustes considers the meots of both active and passive management for the vanous slemenis of the
DC Sechon's portfola and may select aifferent approaches for different ssset dlasses or strategies

e Lepamn iy of Wiacenly Pareant Loteere Clgheeneet o) Wmm i Ead) Pire g Rangew MUE

L d
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53 The Trusten s aware that the appropnate balance between different ands of mvestments will vary over
tme wxd the agset allocatbion may change as the membershio profile evolves

6. Risks

61 Fask i a delined contmbution scheme hes with the members iermsaters e Trustee nas canmiered 3
numties Of asks when desigring and providing sutable investment ¢hoices 1o members A comarehensive

are

5t of nsks 15 5et out in the Trustee risk register, however, the man nvestmens gighe affecting ali members

The ngk that the investments 4o not provide a retue at least in hine with anfistion,

thus eroting the purchasing powmr of the retirement savings  The Trustes rasked
svailable investment apbons that are expected 1o proside a long-1ean teal rate of

TR

Tre rse that fluctuations n e assets held particulady m ib# penod belare
fenrement saNNGL are ACcessed, lead to uncoriienty over the benefr amount li
o be received  1a the Bestyle armangements mode avalable timugh the (
Section (ies Appendin) the Trates changes the proporuon and type of
INvesTMents o st in the fun up te fetemment the Investments gradually staet 10
mare doialy mateh how the Trustee xS MEMDErs 10 30Cess their fetirdrmaen:
e Trustes eeps under imaew e appropnateness of the o HeGes

The rsk that a mamber’s retivemant mceme At sham of the dmousn: expected,

whather this s due to lowes mvestment retums than epected or nsufficent
fonmbutiens buing paid  The Truates pencdicaily revews the appropnateness of

feiiment opucns offered 1o ensure 205 OUlCOmMEes Car e roaynsed.

l;' -
Lommunications 1o members will seek 2o encourage 1hem o requlacy reaew the
vt ulmatedy this is a ngk w@ucn s with eachy merdnss

level of thewr comnbun

ihe Tiustes moniors the performance of the DT Section's nvetumant INEORGECS
on & regulac Datis n sddilon 1o haang meetings with that frams tme 10 ime a4

neCEsEany

Each investment mananer s sxpected 1o marage property diversified portfohos

A0 1D SReeaT A55e0S A0r0ss A numDer of inaliagy el shared and cecurdites.

The Scheme My Qain eXposure 19 Overseas (urrend es by investing in azsets thai

Be SenaNAMed In 3 TOreiGn CUITENCY O Via CUITEnCy MAngGeiient,

ihe nse of loss of nvestment by e investment manager and custodian #all be
assessed by he Trustee Thie inchedes lossed Beyond those caused by ket

movernents (¢ q. default qsh operationdl eoors o Taud)

www.barnett-waddingham.co.uk
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7.

i

81

91,

W
[

Q;

G4

Expected return on investments

Tie Trustee has regard 1o the relative invesivart return. net of fees, anc ik that each asset (lass
expecied 1o provide.  The Trustee is advised Dy its professional advisors on these matless, »Hom it has
deemed 10 be appropnately qualified However, the <oy 10 day selection of investments is delegated 16
the investment managers

The Trustee recogruses the need (o distinguish between norminal and real retums arkd Lo make appropnate
allowance tor inflation when rmaking decisons and (OMPaNsons

Realisation of investments

The Trustes has delegated the responibility for buynig and selling mvestments 10Its Myvestment managers

Socially Responsible Investment, Corporate Governance
and Voting Rights

Al ihve time of wrting e Trustee is at a relatvely sarfy stage in developing its policy vath regards 1o the
new regulatony requirements oo responsible investing, stewardship and sustananility As developments
occur, the Trustes wilk review its policy :n thes area and amend it from time 1ot

The Trustee bebeves long -term sustanability <o be an important and relevont issue 10 conuder throughou!
the investrment process In particular the Trusize recognises tho!

4921 Anmwestment s ability 1o meet the Trusted’s obyectives can be influenced by a wade rarge of factors
weluding environmental, socs! and governance (ESG) ssues and stewardship

922 ESG considerations ané stewardship ace therefore important aspects of responsible finanaal nsk
management in order to protect the vaive of investments and should imprave long-term member
finanGial outcomes

Where ESG factors, steward:inp and broader sustanable investment consderations are ceemed 1o be
financally matenal, the Trustee hilieves that they should be taken into account within the investrment
deauon-manng process

The Trustee may consnider non-tnancial matters as part of its overall decision making and setting of
investment strategy including as and when views are proactively rased by members, and vall continue ‘o
matutor and review its approach in this area

A1 e DC Section's investments are held i pooled tunds, ESG consideratioos are implemented Dy the
nvestment managers of cach fund, The Taustee moaitars how ESG. cimate change and stewardshup are
‘ntegrated within the investmen! process adopted by the imvestment managers and consders these sues
with reference to 7s own beliets as part of the cntena when reviewing the suitability ! the DC Section’s
investment ophicos

Sre Unaeinity @ Winrwnrs Hersi L Seons Liaranenst 0 v aavreot Fors giee  Auapas T
[ Rl
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96

97

98

910

9.1

Q12

AR

The Trustee delegates the exercne of rights including vounqg g attached o the DC Se
Investments 1o s mvestment managers. The Taustee cupects Scottiah Whdows 1o Mot a0 regont
annually on the vestment managers approach 1o selecting mvestrments. OUNG Ankt EngaGING with
comparmes voth reference 10 £SG wwsues

The Trustes considens it 1o De port of the role of thewr rvestment RENEQErs 1 assess and monitor B the
companies i wiich they sre INVESting are managing developments around ESG relnted issus on behalf
o the DC Section

When selecting nsestmaEnts 10 be uded iy the Gafauit Oonor the Trus erpects Scotush Widows o
AOPEANT MANIGENs Wil an expeitation of 3 long-term partnershen. wh encouraces achve owmerdup of
the DC Sectian’s assets  The Toustee enpects Soottsh Widows to Atvely BnGaoe Wi the mvestment
G performance over the mednm 16 [63¢3 - Lerrrs ayaiiun ¢
o sustadiatle Investment  The Trustee a0 expects Scoitish Widowr 1o assess eadh reLtment
mananer ¢ approach to sustamabile investment (10 G engagement; price 1o ity inclusion aethan e
Detruit Ophion and *0 mondor éach manager s approach 1o sustamnabie mvestment {includisg

MANAGErs TQ drvie 1N

" wader context of fang:

FOQAGEEnt] an a regulic Hasis

iy selecting ang (<
ment Managers pokeps on eNGAgEment ana hine these pohaes Rave Heen i plemented
wrEnt objecinves,

i-;--/.mg; IS Ivestment managers 1o tne D Secuon, wihere appropnate, the Toueres vall

conader e

It i Teusted deemd any Apett of those polices 1o be out of hre with thiie o irees

they will isse 2nather investment marsager for the mandate

e e
5 & agd

Fhe Trustee carnes cut 3 vt

eqy renew ot least every 3 yoar A5 e conhinusng relivance of thez

Oefavls Optice: gnd self-selatt funds in the tanten of the DC STt 4 thew sums, beliefs smd constraintg

EE OO (M2 irveiiment fanigesy soproech o sustdinable ivvestmaent and £530n an aonual
Bass uitng information provided by Seottish Widows,  Tris meniionng considers the perfarmance of the
DC Section's mvestment MANAGETE Gver Medum and Jong-term Wme DErtds tonsatert v the Trustee s
ivestment aims, Deliets srvd constramnts

@ CNpents SO S Wik 10 report regulidy oo the casts incurred in Managing he DC Section's
i and s indludes the o1 assoaated with portfolia tumover The Trustes tonrnally roodws the
o B0 least snnusly, as port of the preparation of the Chaics Arous

ed ponifobo wmaver o9

Statermient

For the open-ended pooled funds in visich B DC Sertion 1asesta erE are N predetermin ed (eoms of
agreement wailh the irvestment managers. The sunalwiity of the B Secton's Investments 304 h & OnQgomyg
ahignment sath the Truston's investment ains, be
changes decm it appropnate 1o do so mors frequently. As pard of Dy review the ANGOING X GONAtenes s
used. (s assessed

' Bl Coniatr adnes 14 assessed BT INMEE SR 0L 0 Wi

of the spedl fuads

The Trustee will contider £5G and stewardshup usng infonmation om thl: sdvisers. irvestmen: NS IS
and industey speciabist Bacies angd in WG SO, OSSN WhENEr 1Q review 11 o DIy ar

T Truttes woil report an BSG and stewardship a7 laass Siousslly, el

AOCeUN el

¥ this avarlaide

Ve agrity o W fasnass b nees Ttese il o heamiten et Py i Aognr A0

Tl ud
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10.

101

103

1.

AR

The DC Sector's iwestment consultants Bamett Waddingham, are ndependent anc no am of thew
business prowdes asset management services  This. and their FCA Regulated status, makes the Trustee
configent that ihe mvestmen! manager recommendations (hey mase are e from confl: af interes!

Monitoring

Inyestment Performance The Trustee reviess the performance of each investment option affered through
the DC Section aganst the siatad performance objectve and, m dong e, e Truslee recevet 4
pedormance monitonng repart at least quarterty  This monitonng 1axes MO 2Czount Ltk shoat-temm and
long -term performance. The imvestmert manager s oveeall sutabidity for each mandate wall ba montored
24 frequently s the Trustee considers appropnate in bight of both 1 performance anc other prevahing

Cre U L INE Gy,

Ovjectives  Tne Trustee montors the suitabdity of the objectives for the DC Secuon (as detaled i the
Appendix) 27 performance (ne: of fees) aganst thete pbjectives st least every theee years and alsa when
thare s any sgnidicant cnange n the ivestment policy, underying economic congibons or the piotile of

the members

vestment Chostes. The Trusioe momtors e ongong appropnateness of the investiment cholres oHered
on a penodic bavs

Engagement ol Stewaraship the Trustee monitors the engagement and  stewarcshup  activities
underiaken by the nvesimenl Mans(ers ot an annga bass uung lormation pronded by the DC Section’s
buncled provider, Scotush Widows

Agreement

Thes Statement was agreed by the Trustee. ind ceplaces any preévious siatoments Copies of thus Statement
and any subseguent amendments wil tye rnade avalable to te employer. the nvestiment manager ne

AC0ary and the Scheae Juditor Lpon request

Signed: Date: | '/

On behalf of the Trustee of The University of Warwick Pension Scheme

www.barnett-waddingham.co.uk
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Appendix 1 Note on investment policy in relation to the

current Statement of Investment Principles dated
August 2020

The balance between different kinds of investment

The Trustee's man investment objectives are

10 provide a suitebite default swesimeni option thot is likely 1o be suitable for a e s member of e

DC Sectron

to offer an appropriate fange of alteimatre investment oplions so that members witts wish 1o mais
e CnTInvestment chovees nave the freedom to do so, fecognising that membsers may have difforent
vestment fcecs and obyectives

seex t0 achieve oo member ouitormes net of fees and sulnect 1o acceptable levelt of A

The Trustee is responsible for the desicn of the defaul investment optson ankd for hoosing  vAuch
nvestment options 1o make svailadle to members. Members ace responsible 1or thew own chawe of
Avestment opBIoes (ndludinny wiees ths defaull wrestment Opten 1§ seleciad for i

nat selectod othar funids).

n Decasne they b

Ihe Teustee has imade avaitadle a range of funds ta sut thi widuai needds of the DC Secnon’s e

bor exarnpie. a range of funds with grester equily bias is available for those mienibioes willing 10 accep: a

greater leved of volatibty in pursunt of agher especied retirement Svangs. Fureds thai hold greater ey
of investment 1 basidy or cash are offersd foe those members wha are fess comfortable with the liely

wolattity of the equity funds

Alematively, thie Teuites has made peslable o range of Mestyle SrAnGeenents, wiriceby 3 member's assets
are automatically inveitet in fne wath & pre-determined sirategy that changes as the member gets doser
1S ACCEILNG el relrement sivanGs  Emphasis is placed G medium to Mighre o Wit O e investment
Isegely y growth gasctsl in sagech of tong-term inflason-proteciad growth whiist the member s a long
way off socensing thew retirement savings. saitiing progressively ©o kowes rsk assets Gwer
preceding the member's Wiget rebrement date so oy 1D pretedt the purchasing moawes of e reuremen

PEALS

LSUNT LY

e lifestyle arangements are Constructed trom some of the tuads mentioned above that e ttered to
FEMNETE wWanting 1o Manage 17 Gum 556t AloLELon GR0sons

Default option

ACCessing thaw utemenit ovings, and so 1ts not possible (o otier a single IMvestment cpuen that wii b

membershin poofile af the OC Section

Yoo Matewts o Werwd Peonust T baese Latervert o b entevere Prsiobn 4 pu0r N

L]
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e Trustee decided thal the lifestyle arrangement set out below represents a suitable default investment
option for the majority of members who do not make a chorce about how thee contnbutions (snd those
made on their behalf by the employer) are invested. The aims. obsectives ard policies relating 1o the default
Gonon are nlended 10 ensure that assets a0e invested i the Dest interests of relevant members and thew
berefic s

The default option is caked the Passrve Inteeirn Lifestyle Strategy and is a governed solubon wikch is
desgned and implemented Ly Scothish Widaws It invests in a rangs of nsk targeted mulbti-asset funds
depending upon i fac each member i away ‘roo their Normal Retirement Age (TRA)

When a membet 1s mote than 42 years from NRA the Passive Intenm Lifestyle Strategy wili invest
wholly in the 8utnAsset V Fund.

Frovm 42 yesrs up 10 7 years hedore each members NRA, the Pasaive Interion Lifestyle Strategy looss 1o
reduce the level of investment nsk by autematically and gradually switching out of the Multi-Aszet ¥
Fund It watially switches into the Multi-Assat [V Fund followed by the Multi-Asset Il Fund and then

the Mult-Asset 1l Fuad At 7 years from MNRA 1t wali et t wholly 1n the Multi-Asset 11 Fund

Over the final 7 years to NRA the Passive Intenm Lifestyle Strategy will gradually switch a proporiion
of each member's investments into the Annuty Purchase Func and the Money Mara: Fund At NRA
it w2l target a portfolio that invests 35% in the Multi-Asset il Fund, 40% in the Annuity Purchase Fund
and 257 0 the Money NMarke Fund

Thes process is ustrated o the graph below

The objectve of the Passive Intenim Lifestyle Strategy is 10 grow the value of 3 member's benefits over the
longer trim whidst providing less volatiity (but a potentially lower return) than investing sotefy in a portiolio
of global equities In the approach to NRA It s designed to hirt the extent to which members. benefits
are exposed to large fluctuations in value it targets a portfolio that looks o prowde fleabiity at retirement
¢ By broadly appropnate regasdiess of how each member tabes thew curement income {e.g. cash

annuity purchase o7 drawdonwn)

Trve Lreiwivty St Wiewilt Furkiais b tweve  Uatertaes ol lceuurvece Proavan  Susgaw ST
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3. Alternative investment options

Acknowledging the dhaliengs of identfying the best solubon tor different Groups of membiers, the frustes
focuses on the default option. Alongside tha defaul INVeSIMent DOBON, 1he Trustee maakes avadable thee
further Iifestyle imvestimenat options wiuh have been desigred to sllow members 16 target a specific

Lake thie Passeas Int e

TEINTIER INCoMme DpAtOn
range of governed investment solutions so e

Pasgive Hlowble Retirement Litestyie designed (o those membien that intend 1o e

renrement

Passve Immediate Spend Lifestyle designed for those mermbiers at intend ta

fund as tash
Pasaren Securing Lfelong tncame Lifestde dengned
metrement income !?\;‘m,:}:‘. ALY Durchase

fu

Each of these Litestyle options holds

nase members ot intend o

he same underhying ewstrent fundd as the Passive mmam Ule

Lifestyde Strategy, thede fomm past of Scotmsh Widows'
been designed and implemented by Scotish Wik

SRR INCORTIe 1N

talke thawr retrement

orlradie

Strategy in the warly years of marnbersiip. However in the fnal 7 veges 10 NEA thay e tadored to reflect

the taGat rprsment indene option

Members can aiso self-select maredual funds to invest i
Jitesy

s 00 below

Choosing investments

The Trusies has appoint

AT gragrammes (referred 1o abowe) as svell as four further funds, detals

18 Seotinth Widows 1@ Carry out the day-to-day ivestznent of the D Sertion

These corwist of the constituen! fuads of the

Of wiuch are vet caltin the

S

the defavit aption and renge of hiestye strategues are designed and implemented by Scomtish Widows
Scottish Widows 1s responsible for selecting the widerhng tund mansgers. The Trgstee selects the fund

matagees for sl other funds offeced through the DC Sexton

Tha nvestment managers 1o the O Sacnan ave ety

winch Gre authonsed and regulated oy the Fnandal Conduct &

AT Oy

The inestment benchmarks andd abiectives for each fund are grven belaw

BlackRock EW Mtulmedsser SN Paasive Mulu Asset V

Compoite Benchmark

QLA

N Pacsive Mult Adset IV

SN gt - Asset 1Y
Composite Bancnman

LW Passve Muylh Avser
Composite Benchmuark

Hi

W Ul Asse

wen ey ty of Winwas Pesaes onew s

www.barnett-waddingham.co.uk

Biabrreped of ienicatraese Prawiibe

Blachfiok anc Coluntna Threadneedle. both of

& Gromvth
B

Dwar thie &

Fromade Cagntal grimath

NET (e k)f\(} LERTTY
Fremnde capatal groswth

over the kong term
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Colurmbya
Theeadneedle

SW Multi-Asset It

SW Mt Agaet |

SW Passove Annuity

Purchase

UPS Balaricec Growth

UPS Equity Growth

UPS Pre-Retrement

UPS Money Market

SW Money Market

SW Passive Mylti Agset i
Composite Benchmark

SN lamsmes Sduly Asget I!

Compasite Benchmark

SO% sBaen Slu"khg MO
Gilts dgieen

S0% FTSE UK Gilts Over
15 Years Incex

GO% FTSE All-World
Devedoped Ea-UK lnden
25% 1Boxx Sterhing Mo
Gilts Qver 15 Years Index
15% FTSE All Share inddes

B(r% FISE All-World
Dﬂ(‘iw ex-UK lndes
20% FTSE Alt-Share Index

67% 1Boax Sterbng Mo
Gilts Over 15 Years Index
13% FYSE UK Gilts Ovver
15 Years Ingex

7 Day Stering LIBID

N/A

Provide copdal Qe
aver the long term

Prossdo capital growsh
over the dng term

Reflect 1o some degres
the changes in the cost of
purchasing a level
ity

To pramde o modefate Lo
hughet return Gver the
lorgqee-terrm

I prevads a ngher
return awver the longe: -
term [compared to tre
ot UPS funds available

To prowde refurms linked
to the o markets that
reflect. to some extent,
movermenty in

the pesce ¢t turpng oo
Aty

To prownide a greater
degree of capetal statnlity
than othee asyets

To provide stability of
capstal and a modest level
of retum

The pedormance of the mvestment managers vall be monifored as frequently as the Trustee consders
appropaate m light of the prevaling Greaumstances  The momitonng taces into account both short -

Al My steem perfoemane s
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5.

Fee agreements

The sonusl tee FrANGeents with the iwestrrent PANAGErS 8rs sLOnansed below

Passive Baulti- Agsas v 24100 0C%3% S03%
Passive Mulls Auser IV 04105 0054% 0 504%
Pazares Ml - Agger 1) [\Eix, 1 CO9" GS17%
Passmve Bylne Agsep it AN Q094%, G514%
Pagiioe 3l Asset ! O410% D053 0503%
Phtsree Anmuety Puhase C4 0 4% 0 U85S Q.495%
Money Mades 051 0 sdlrs 0.156% 0 9%

LIPS Balanced Gegentt 010w 0 086 0 496%

UPS sty Grgaesh 410 .084% 0 454%,
UBS Ktaney Warke; 0 350% 0 V8% 0 500%,
UPS Pre-Retiremant 0410 0087% 0497%

The Trusiee reviews thess tharges penodically as et of e Value foe Member assessments

Additional Voluntary Contributions (AVCs) for the
Defined Benefit (DB) Section

Thie Trusies offecs mambers of the 08 Saction the gl ¥ 10 actrse additional et eoieat paythents thrcugh

A AVC po s AVC podioy s managed by Prodentaal ang all AVE beneliie aoe irwested o he Pradential

With Peafits Fund

Wik Profits Fund s a pocled investment weticle, wieth comiBines the sisats of all WHRRLON 10 (wOMIAE
BUTE 1D 3 range of staet ditses The fund s managed i boe wih 183 pubished Prindoles anc Practices

ot Fisandia! Management [PPFM) bowever tha SOMEET dots howe soma discrebon v b s s
athweved

The viine of o WIth Proti fund o not dasg thy bk 10 the value of the underypng asicte Insteas returms

tver the penod ace smoothed by TELAMOG SCme DB an pedods

faher geasath ane! sy

&

=3

Ag GUL Moce
Gurifg penods 0f lower orofits This smoothing is achieved tyvcugh 2 combinaton of Donuses and

ol bonuses

Tre inaeisty F Wiwwen s Prmiine Lohetve  Slwavers of faceitsie-d I NICHSY Alcves MN

LT
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Regqulac bonuses are paic annually sn¢ represent the amount that the with profit fund manager believes
appropnate wi de passed oo to members. There i« usualty no guarantee thal reqular bonuses vl pacd
OQnce paid however. thay annot be taken sway prowding the member keeps ieir INvestment i the policy
untl retirement o death

Final bonuses (also known as termminal bonuses) may be added when benefits are pad These are not
guatantesd and wall depend on a vanely of factors incuding the tund performance over the penid,
ponuses alesdy paid, expenses el

e Usigiamtiry o8 TasmEl Pentoks “itwie Vgt et il SR sed TrgaiTiee Aoyt BN

EURYY
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